
The Hershey Company

Proxy Statement and

2011 Annual Qrt

to Stockholde

Our Stockholders

//llh/ih/I//iu1IflllThiIIJi/I/llhIIllhTT

12025652

March 20 2012

It is my pleasure to invite you to attend the 2012 Annual Meeting of

Stockholders of role Hershey Company to be held at 1000 am Eastern

Daylight Time on Tuesday May 12012

Business scheduled to he considered at the meeting includes the election

often directors ratification of the appointment of KPMG LLP as tile

Companys independent auditors for 2012 and nonhinding advisory

vote on approval of the Companys executive compensation say-onpay

Management will review tile Companys 2011 performance and will he

available to respond to questions during the meeting

The meeting will he hed at GIANT Center 550 West Hersheypark Drive

Hershey Pennsylvania Directions to GIANT Center are included with these

materials The doors to GIANT Center will open at 800 am Please note the

only entrance to the meeting will he at the front of GIANT Center Seating

will he in the arena seats and will require use of the stadium steps There

cvifl he designated seating for those using wheelchairs or requiring special

assistance

If you plan to attend the meeting you will need an AIMISSION TICKET

and governmentissued PHOTO IDENTIFICATION to gain admission

Any of the following items will serve as your ADMISSION TICKET

The Notice of Internet Availability of Proxy Materials you

received hy mail directing you to the wehsite where proxy materials

could he accessed

The top half of your Proxy Card ii you received your proxy

materials in paper form

An Admission Ticket supplied by our investor Relations

Department upon your request if your proxy materials were

delivered by email or

letter from your broker bank or other holder of record or

your most recent account statement indicating that you were

the beneficial owner of Hershey stock as of the record date if your

shares are held in street name

To



Please remember that if you are Street name holder and want to vote your shares at the
meeting you also will need to bring legal proxy from your broker bank or other holder of record

As in prior years we highly recommend you do not carry items such as handbags and packages to
the meeting as all such items will be inspected Weapons and sharp objects such as pocketknives
and scissors cell phones pagers cameras and recording devices will not be permitted inside the
meeting room

Please note that we will not distribute voting ballots during the meeting If you plan to vote at the
meeting pick up ballot at the Voting Booth upon your arrival and place it in one of the ballot
boxes located near the Security Booth area or inside the meeting room or submit your ballot to

meeting usher at the time designated during the meeting

We also invite you to visit HERSHEYS CHOCOLATE WORLD visitors center on the day of the
Annual Meeting Please note that this year the visitors center will be open from 800 a.m to
500 p.m Once again we are offering stockholders special 25% discount on selected items You
will need to show your ADMISSION TICKET in any of the forms described above at
HERSHEYS CHOCOLATE WORLD to receive the special discount

To assure proper representation of your shares at the meeting we encourage you to submit your
voting instructions to the Company in advance by Internet phone or mail Please refer to our
proxy materials for more information on how to vote your shares

look forward to seeing you at the meeting

Regards

James Novels

Chainnan of the Board of Directors
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INFORMATION ABOUT THE ANNUAL MEETING ANI VOTING

Annual Meetmg Information

What is proxy statement and why is it important

We hold meeting of stockholders annually This years meeting will he held on May 2012
There will ht ccitain iteijw of business that must be voted on by our stockholders at the meetingand our Board of Directors is seeking your proxy to vote on these items This proxy statement
contains important information about The Hershey Company and the matters that will he voted
on at the meeting Please read these materials carefully so that you have the information youneed to make informed decisions Throughout this proxy statement we will refer to ourselves asfhe Hershey Company Hershey we our or the Company

How are proxy solicitation and other required annual meeting materials
distributed

The Securities and Exchange Commission or SEC has adopted rules that allow us to mail
notice to our stockholders advising that our proxy statement annual report to stockholders
electronic proxy card and related materials are available fbr viewing free of charge on the
Internet Stockholders may then access these materials and vote over the Internet or recluest
delivery of full set of materials by mail or email We have elected to utilize this

process for the
2012 annual meeting We intend to begin mailing the required notice called Notice of Internet
Availability of Proxy Materials or Notice to stockholders on or ahout March 20 2012 The proxymaterials will he posted on the Internet at www.proxvrotexxjni no later than the day we begin
in nm th Monet 11 ci II No iou will noT it ii paper ni cm il cop of th

pi cxv
materials unless you request one hi the manner set forth in the Notice

The Notice of Internet vailahi lity of Proxy Materials contai us important information including

The date time and location of the nnual meeting
hrief description of the matters to he voted on at the meeting
list of the proxy materials available fbi viewing on wwir.prnxvcntecozii and the control

number you will use to access the site and

lnstt.nctions on li.ow to access and review the proxy rna.terial.s online how to vote yourshares over the Internet and how to get paper or email copy of the proxy materials if
that is your preference

hc uk
give us thc oppot tumi to rye on mot ifficis U1 hi making thc pi oxy mate isIs

ai ailable qunkli ouhnc and educing to ts associac iuth
p1 in hug and postagc

What is proxy

proxy is your legal designation of another person to vote the stock that you own The person you
designate to vote your shares is also called proxy We have provided an electronic proxy card at
www.proxyietc.eon that you will use to vote your shares on line or by telephone If you requested
paper copy of our proxy materials you also can vote using the proxy card enclosed with those
materials On our proxy card you will find the names of the persons designated by the Company
to act as proxies to vote your shares at the annual meeting When you submit valid proxy the
people named on the proxy card as proxies are required to vote your shares at the annual meeting
in the manner you have instructed Please turn to page for more infbrmation about voting yourshares
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Proposal Nas.J -and Holders of record of our Common Stock and Class Common Stock presentinpersbyproxy and entitled toote at the annual meeting will approve each of PrOposalsand 3itmajOri4y-ofvotes ot the shares present and entitled to yote on the proposal are cast in
favor of the proposal We have provided additional information about these Proposals in thisproxy
statement

How can vote my shares before the meeting

You may vote your shares prior to the meeting by following the instructions provided on the
Notice of lntØtiith Avàflabilitf Pity Materials this proxy statement arid the votª website
wjvw prorcyvote corn If you requested paper copy of the proxy materials voting instructions alsoinjæedóiitlieptoxySrdeitclöEd ththOse materials

If you are regthtered stockholder there are three ways to vote your shares before the
meetinr

By Internet www.proxyvote.com Us the Internet to transmit-your voting
instructions until 1159 p.m EDT on April 30 2012 Have your Notice of Internet
Availabijityof Proxy Materials or -proxy card with you when you access -the website
and follow the thstructionsto obtain your-records and to create -an electronic voting
instruction form

By telephone i8006906903 Submit your vot-Øby telephone until 1159 p.m EDT On
April 30 2012 Rave your Notice of Internet Atailabthty of Prory Materials or proty
card in hand when ou tall and then follow the instructions yoti receive from the
telephone voting site

4Myqui eque$edapaper copy of ftie proxy mater jals inarJc sign ant date
the proxy card enclosed with those materials and return-it inthe.-postagepajd
envelope we have provided To be valid proxy cards must be received before the start
of the annual meeting Proxy cards should be returnedto fleHeraheyConipany
do Broadridge 51 Mercedes Way Edgewood New York 11717

Ifyour shires are held in street-name your broker bank or other holder of record may
provide you with Notice of Internet Availability of Proxy Materials Follow the
instructions on the Notice to access our proxy materials and vote online or to request
papeta Łmalltopy of our proxy materials.-lf you received these materials -in paper form
the materials included voting instruction card so you can instruct your broker bank or
other holder of record how to vote your shares

Can vote at the meeting

If you are regzstere4 stockholder you can vote at the meeting any shares that were registered in
your name as the stockholder of record as of the record date

If your shares are held in str ihcü yŁu are not holder of record of those shares and cannot
vote them at the annual meetingunless you have

legal proxy from the holder of record If you
plØn to attend Intl vote your streØt-hame shares at the aiipual meetin you should request legal
proxy from your broker bank or other holder of record and bring it with you to the mieting

If you plan to vote atthe meeting pleS pick up ballot at the designated voting booth qpon your
arrival Yoti may then either deposit your ballot in any of the designated ballot boxes located
tnside the meeting foom before the meeting begins or submit your ballot to meeting usher at the
time deslgSd hgthethaŒgfljllk$ts will is be dSribzztecf during ThºSetiag Shares
may not be voted after the polls close
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The other matters you are being asked to vote on are not routine and cannot be voted by your
broker bank or other holder of record thout yoi.ir instructions When broker bank or other
holder of record is unable to vote shares lhr tns reason it is called broker non-vote

Are abstentions and broker nonvotes counted in the vote totals

If you mark or vote ahuta in on any of Proposal Nos or the abstention will have the effhct of

hetng counted as vote AGAINST the proposal broker non-votes with respect to proposal are

not included in vote totals and will not affbct the outcome of the vote on that proposal

How d.o vote if am participant in one of the Companys 401k Plans

If you are participant in either The 1-Jershey Company 401lc Plan or The Hershey Company
Puc ito Rico 401 in you in ny rt un ol ing iight rug ud mg nm of ow Common
Stock ci dii ed to out ac ount in Inc p1 in You do not O\\fl these shat us lhcy ate ow at by the

tru st.ee

he p1 en pi O\ ide yen with oung rights based on the nunihe of 5hai es of lee she onmon
Stock that were constructively invested in your plan account as of the close of business on the

cot el itt ot ig in dlv onu ibute toe shat to the p1 in on von beh ii as itching ot

npph mental Dreinent eontmhut ions You nr ole these shat es in much the une way as

registered stockholders vote their shares hut you have an earier deadline Your vote must he

received by the trustee by 1159 p.m EDT on April 26 2012 You may vote th.ese shares by
following the nsn uetions pi ovide on the otiec of lute rue At at ihihts of Pt oxv Mat ci oils md
on th tote we hstte

pi on ole con If you eque st iper copy of the pi oxi in it erials

you ilso may vote by nun b1 sign tog if nig and cc ut tug the pi ovyis olmp inst net ion cit

includedwiththhtemnaterials

suhnu ttmg soling msl tue lions so it ill dire ct the p1 in Ii ust cc

How to vote the shares of Common ock alocated to your account in the plan and

by to otu pot ion of the shai es of Common Stock aloe he to the aecounh of ol he

participants in the plan who have not suhniitted voting instructions by the deadline

The pta trustee will su bruit one proxy to vote all shares of Common Stock in the plan The
tru.stee will vote the shares of participants submitting voting instructions in accordance with their

instructions and will vote the remaining shares of Common Stock in the plan in the same
proportion as the final votes of all participants who actually voted Please note that if you do not

ubmit voting insli uetion tot the shcu es of omnioo Stock in soui eel ouot hi the votiug de dlioe

tho.se shares will he included ivith the other undirected shares and voted hy the trustee as

described above because the trustee submits one proxy to vote all shares of Common Stock in the

plan on may not vote plan shares in person at the annual meeting

How do vote my shares in th.e Companys Automatic Dividend Reinvestment
Service Plan

Computershare our transfer agent has arranged for any shares that you hold in the Automatic
Dividend Reinvestment Service Plan to he included in the total registered shares of Common
Stock shown on the Notice of Internet Availability of Proxy Materials or proxy card we have

provided you By voting these share.s you also will he voting your shares in the Ai.etomatic

Dividend Reinvestment Service Plan
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Will you puhli.sh the results of voting

uv cul of voting will lx announced at the annual mc etmg We also wi puhhsh vol ing
results in current report on Form 8-K that we will file with the SEC within four business clays
following the ineeting with the day the meeting ends counted as the first day If on the date of
this filing th In pe clot of ctwn for the anenal eting has not ccii ilied the

voting reqults as
he ii we will notc in the filing that the rcsulls si pieliminai and publish the mm results in
subsequent eim tiling within Ioui business days afte thc fin il voting esults arc known
ftc final resuh aRe will he posted in thc Investoi sc cnou of thu Company wehsite

wwcctiieIiersIleyeompaflvceii as soon as they are certified by the Inspector of Elections for the
annual meeting Questions also may be directed to our Investor Relations Department at
800 5890261
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What is the composition of the Board and how often are members elected

There ret rren tN are ten inembeos of the Board Each mew hers term will expire at the annual

it ng di ommi in ati dii iii hi ginning on igi 27 thi lb
ii commi ndinir hat too

reelect each of these ten members fbi an additional oneyear term at the annual meeting

\% hit dn toi ire independent and how does the Boai make that
di mination

The Board detert toes which of our directors are independent For director to he considered

nih oth ct mdii thi isi tug standai ds of the Ncw Yot SI ock xchange thi Boat mu4
olo iN dclii on in it hc dii cc toi no dn eel ot mdiii ct in itt to iii itionship di hi

In he ci tin hi lb ird is dopted ati go ii ii standard lot indepcndi ni Iii if thi Boat
ml it di d1 lii an ad hem dirt ci ors in mdc ndcnt ithci Is in hair cot set ci md mm

for Board memhers as whole and additional standards mr Audit Committee memhers as

permitted hy the New York Stock Excha age the Board bases its determination of independence
for all directors on the more stringent standards applicable to Audit Committee members These

standards are contained in our Corporate Governance Guidelines which are available ihr viewing
in cliii fn.vestors section of ou.r wehsite. i.ci.i.i.ethe/iershcvcompany.rom

\ppl nop hi in iroru ii stand nds tom mdc pcndc act Liii listing stand deof hi Ni otlc htocK

aN mgi md ii di ot he SEt thc 15o ud di tim mined Ih it hr follow log diii ctors eromninded fin

ei.ection at t.h.e a.o.ooai m.eeti.ng aie ind.ependent Pai.neia Arway Robert Cavildaugh

tot ii hobc kI Ni ilcoim not Mi ad Jaini Ncxi \nthont mimi

Ii no is Ridge md Oat id Shedl it Phi Bo itt also del ernuned that lot inn dii ci toi hot

in or in is ho did nd Bc od for ret lcction at thi 201 annual met tiag it me indepcndc nt dining
dim tin oa hi Roni The lb mid del ci mined th it John Bmlhrc Pt esident and Chic xc cut itt

ilhc to of fhl Eli shi ompant is not inch peodi ot hr tim hi is an cxc cutu off ii em cliii

ompaut hi Boat ml detc must hat Oat id who mc smgnc is dim ectot on eluni

2o ad is FriLidi at td Chic Lxi tutu 010cc of the Comp my on May 17 2011 mc nol

ii-tdepeodeot during his tenure on the Board because lie was an executive officer of the Company

on its ciii ix of indcpc ndi us hi Ho ad coosidem thc follow tog elatmonships hot

di In mom mcd hat hey tic not tic naT

I/o/v Icc oceug/i Janus Ni Mmd James It Wi ti/s riu/ II Roy Znnme own
ic at an tugh Me id and Ni els are independent mc ni hcm ol thi hon of dii ectot of

Ic chi limI omp toy mod thi hi md of inenagci govt ni og hody of mlton Hershey School
Mi Ni nit ugh ix is im haRt ni omnicnd lot aomn mUon to ow Bocu by thc Milton lb shet

Si hool ii ust in 200 Mr Mcii is ms initially circled to oum ho tid in 2007 hy thi Milton hi

hod ii ust at tmng hi itt cn consent He has served as the non iccutit hairm in oft he
Ho mmd suit hru 2009 Mi Mc was imtn IL comincnded fom nominal ion ro ow Boat il hi

thi Mihi on 1k dii 5chool ci ma 2011 Noimc of thi si mdii idu icc at my mp mis itioa

from The Hershey Company from 1-lershey Trust Company or from Milton Hershey School other

Ui ma ompi imsation hi ri ccli or will ii cciii in thc om dinat coursc as ho incindi rs of ach of

Boa of if ics do not expect flit mdii iduals to ci at othem formns ot
coiapi nsmtion ft om

t.hese.er.t.tiesin2Ol2

Mi Zimmerman was initially elected to our Board in 2007 hy the Milton Hershey School Trust

acting by written consent He elected not to stand the reelection to our Board at the April 201
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You may contact the independent directors at the ioUowing address

lndepend.ent .Directors

c/o Corporate Sec.cetarv

The Hershey Company
..00 Crysta1A Drive

Box 810

H.e.rshev PA.. 7038-08 1.0

You also may email the independent directors at ndependentdrectorstchersheyscom or contact

the independent directors using the Hershey Concern Line telephone nnniber or website noted
above

..

The Audit Comiruttee will address communications from any interested party in accordance with
our Board-approved Procedures Jhr Submission an.d Handling of Complaints Regarding
Compliance Matters which are available for viewing in the Investors section of our website at

u.wwthe/icis/ieycornpanv.coin Communications to the Audit Committee independent directors

and Hershey Concern Line are processed hy the Office of General Counsel The Office of General

Counsel reviews and summarizes these communications and provides reports to the Audit
Committee on periodic basis Communications regarding any accounting internal control or

u.di ti ng iIu.atter are reported mme di.atei.y to the Audit mitte eas are i.i egati.on lJ out our
officers Sohcitations junk mail an.d obviously frivolous or inappropriate communications are not
forwarded to the Audit Committee hut copies are retained and made available to any director who
wi sh.es to re vi cv the us

How often .did.the.Board.nieet.in 2011

The Board held six regular meetings and seven special meetings in 2011 Each director attended
at least 88% of all of the meetings of the Board and committees of the Board on which he or she
served du.ring the period he or she served in 2011 Average attendance for all of these meetings
equaled 97%

What is the Companys policy regarding Board members attendance at the annual
meeting

Directors are expeetcd to a.ttend ou.r ann.uai
meetir.gs of stockhold cis All of the nine directors

standing fbr election at our 201..l annual meeting held on April 28 201.1 were in attendance at

that meetin.g

What is the Board.s leadership structure and why is it t.he best structure for the
Company at this time

The Boards current leadership structu cc separates the roles of the Chairman of the Board of

Directors aod the Cli ief Executive Officer Our non-executive Chairman of the Board presides at

all Board and stockholder meetings approves th eagendas fhr all Board meetings and sees that all

orders resolutions and policies adopted or established by the Board are carried into effect The
Board has determined that our Chairm an is an independent member ui the Board under th.e

listing standards of the New York Stock Exchange and our Corporate Governance Guidelines Our
Chief Executive Officer is responsible fbr the Companys strategic fbcus and oversees the

day-to-day operations of the Company Etc also serves as member of the Board and is the

primary liaison between the Board and Company management
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The Compensation and Executive Organization Committee recommends or establishes director
and executive officer compensation in accordance with the authority granted by its charter and
the Board-approved compensation plans the Committee oversees The Committee may delegate its

responsibilities under limited circumstances to subcommittee composed only of subset of
Committee members Also under the terms of the Board- and stockholder-approved Incentive
Plan the Committee is authorized to provide our CEO with limited authority to make stock-based
anat ds to non xi cut ii cmploy in connection iviih rceruitment teat ion perfot mance

ogn ition oi pi omotion Thi Tm entirc Plan dot not authoi ize out E0 lo make grants to our
axecutveofficei-s

hc ommith engaged 1c tei US Inc ttei cci in executive compcnsal ion consult int to

provide independent assistance to the Committee with respect to the Committees development
aod lint meat ol oui compensation policies and the ommilicc assc nment of irhether ow
compensation pi ogi am suppot mu busi oes ohjc ci ives tic irkel uompetitivc itid at cosi

flea at

Under its engagement letter with the Committee Mercer has acknowledged that the firm is

retained hy and performs its service fbr the Committee while working with management to

provide ad vice counsel and cconunc ndatrons that einfoi cc the Companys husmess sti ii egy
conoinics ci ganiration and management appi oach Mci cci has pi orated and conunucs to

provide services arid products to the Company in addition to its work for the Committee including
services related to gl.ohal compensation studies and surveys hr various geographies Mercer and

afhiat also provide oducts and ei ices to the Company that arc unrel ited to

compcnsalion includmg expatriatc consulting 50 vices provided by Meicet land propettv
inui mci con ult mng sci cc or rd hr irsh 15A Im hc Committi mE vic is and
pre-approves all thes hr services related to executive and director compensation provided by
Mc rc ci as rrc II ft lot co npens ition clii products md sit vmcc pi or idcd to tIn Company
in the United States if such fees exceed in the aggregate $10000 The Committee also reviews
flies paid to Mercer hr compensation-related products or services provided to the Company
outside thc Llnitcd Stlte5 Thi Commttee has no tole in thc enpagemcnt of Mercer cm Meicer
affiliates that pi ovidc pi oducts ot services to thc Company that ate tim elated to compensation
however the Comnuttee reviews the fees for such products and services concurrently with its

review of conipensatiomm-related Ides paid to Mercer

The ides paid to Mercer and its affiliates in 2011 were as follows

Services related to executive and director compensation l6818l2
Other services

Compensation-related products and services $559920
Services unrelated to compensation 1240241

Total other services

Mercer provides the Committee with advice counsel and recommendations with respect to the

composItion of the peer group and competitive data used for henchmarking our compensation
ogi am md fin iocial pc hi mci Phi omimt tec uses this md ci at inlormation pi orided by

Mercer to reach an independent recommendafion regarding compensation to he paid to our CEO
The Committees final recommendation is then given to the independent directors of our Board for

review and final approval

In establishing coompensation lcves and awards hr executive officers other than our CEO the
Committee takes into consideration the recommendations of Mercer and Company management
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Governance Committee
meetings in 2011

Members Pamela Arway Chair
Robert Cavanaugh
James Neveis

Thomas Ridge

LeRoy Zimmerman served on the Governance Committee until

April 282011 when his meuiberabp ontheBçajxt en4ed$ffeqtiyehg
date the Board appointed Pamela Arway and Robert Cavanaugh to

the Committee Subsequently on December 2011 the Board tamed
Ms Arway Chair of the Committee replacingt Nevels who continues
to serve on the Committee

Independence The Board determined that all directors on $rCommittee are or were

durin the time they served independent undr the listing standards of

the NS York Stock Exthange and the Companys Corporate Governance
Guidelines

ResponsibilitieE Reviews SdmakesreS nendationsontheeoinposition of the Board
and its committees

Identifies evaluates Sd recommends cindidatÆ for election to the

Board consistent with the Boards mernbershipqualiflcations

Reviews and makes recolmnendations to the Mi Board on corporate

g6eancàthÆtSs iæŁhiding the Companys Cbrporate Governance

Guidelines

Administers the Companys Related Person Transaction
Policy as

directed by the Board and

Evaluates theperforinance of the fullBoÆrditslndependent cQmmittees
and each director

Charter current copy of the charter dflhe GªegaæŁetommittee may be

viewed on the Companys websiteat www.t4e4rsheyeompany.com in the

Inveators section

20



eetm in 2011

Memhei Jam ci

amela rs

Robert anaugh

Chmlc is

flq idE ledh

Ho Zimm man on the cuti omm tt until

pi ii 011 ii hi mc or hip on th 1o 01 As requi ed by

on oflo ic en nce wdctine Pd eb An- Incame

mc mh of the 17 Co nut on in ppon itmcnt nr of

he cmnn omnntfe Deem rC Oil

Re pc ihilitie niT th nic and affwi of Ci Con pr to the mt

mitt the la Cci
pot

ibm is when lh Boa

Ii 01

uheornnntU eei stifle ol the id pend nt reel ci on hi

oinnbttee ho rn nor afhlic lcd it Ii Co up nv 1-hi hey

cC inment Reo ts omp iy dior Milton 1-let hcy ehool ci any

Ii idin di ion ffiiintc of an of tli to on sic nd

pp in diane rn cfic ot hc ot dinat eoursc of

hu inc bets en th on pans nd of thc antitie iii Ic he

l3oa 01 01101 to ove mi uideIhic cit diff ant pp oi

110 Cmi cud ow ci p0 aR oman .e ciuith Ii cvi Ic that

wile threctc oth the md dcnt member of on Boa

afhhi tan ssith any of th ibo cci titie neh ra edons ill

be ed mci appro diii idvane by ceiil committ ceo isti

of the dii ctoi Its tl holder of out ommc Stoel voting

mate and oni in the cue of neb din elm Ill ho

nh ni tic ot fbi Conimitt ppios ueh at saclion 1-ui nit

mfo Li in ding ho sic api is ot ratific ion oft an eboo

involvm the npan nd the enlitic p1 crete to thc eetion

cntitl Cert ii at aetiom and tion hip gmnn ni pa 88

Chai tar Ann nI cops of hi chad of th eeutive Comrnitte ii be tes ed

th ompany it .th hersh ye mipanv mu in the

nvc.loi eclion

The Cove ne ommittet ie p0 th1 Ic id ntif ing nd re ommendin Co the Boa

cm idatc Im Bomd mb hip Ti lilton 1-1 ish chool our rontrolim toekiodei

ii any iwo to tin ecomrnei to the oseman co mitt ci abet ontright

indis iduah to erve on on urn

The ove in nec oinmittee con id mint ndstio ow dii ccl ci tori holdei ineludin

the Mlton lie hi hoot fin 01 ow cc ea ion th oi cnn cc ommilte

en c- id third ity ultant to It identit ing
nd ii bAng dir do

andidate ose nec Committ ht sole inthout in it tb bet to tam eomp .n te

md bci nm itt the oem hit ii ftc ovei ii sane mu hi bed poh hat it ill

2t



oot recommend candidate to the thE Board until all members of the Committee have

interviewed and approved the candi late fhr nom ation

Our Corporate Governance Guidelines describe the experience qualifications attributes and

skills sought by the hoard of any Board nominee Generally the Hoard seeks individuals with
skills and backgrounds that will complement those of other directors and maximize the diversity
and effectiveness of the Hoard as whole

in revmwing the qualifications of prospective directors the Board considers dieters it deems
appropriate including the candidates

Integrity

ud.ginent

Sici.li

.Di.vtiiity

Ability to express nlormed useful and constructive views

Experience with businesses and other organizations of comparable size

Ability to commit the time necessary to learn our business and to prepare dir and

participate actively in committee meetings and in Board meetings

Experience and how it relates to the experience of the other Board members and

Overall desirahilita as an addition to the Board and its committees

The Board seeks individuals having knowledge and experience in such disciplines as finance
international business marketing mergers and acquisitions supply chain management
information technology human resources and consumer products The i3oard also seeks

individuals who bring unique and varied perspectives and life experiences to the Board As such
the Governance Committee rsists the Hoard by recommending prospective director candidates
who wIll enhance the overall diversity of the Board The Board views diversity broadly taking
into consideration the age professional experience race education gender and other attributes of

its memhers

The Governance Committee does not distinguish between nominees recommended by stockholders
and other nominees However stockholders desiring to nominate director candidate at the

annual meeting must comply with certain procedures We explained the procedures dir

nominating director candidate at this years annual meeting in uu.r 2011 proxy statement If you
are stockholder and desire to nominate director candidate at next years annual meeting you
must comply with the procedures foe nomination set fhrth in the section entitled Infbrmation

about the 2013 Annual Meeting begin oing on page 89 Stockholders who do not intend to

non nate director at an annual meeting may recommend director candidate to the Governance
Counnittee dir consideration at any time Stockholders desiring to do so must submit their

recommendation in writing to The Hershey Company do Corporate Secretary 100 Crystal

Drive Hershey Pennsylvania 17033-0810 and include in the submission all of the information

that would he required ilthe stockholder nominated the candidate at an annual meeting as

described above and in the section beginning on page 89 The Governance Committee may require
the nominating stockholder to submit additional infbrnma tion hefhre considering the candidate

Does the Board impose maximumage limit for directors

Our Corporate Governance Guidelines provide that directors will not be nominated for reelection

after their 72nd birthday All of the directors standing for election at the 2012 annual meeting of

stockholders satisfied the applicable age requirement at the time of their nomination
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In deferred common stock unit account that we value according to the performance of

our Common Stock including reinvested dividends Amounts invested in the deferred

common stock unit account are paid in shares of Common Stock

Restricted Stock Units

Restricted stock units or RSUs are granted quarterly to non-employee directors on the first day

of January April July and October In 2011 the number of RSUs granted in each quarter was

determined by dividing $30000 by the average closing price of share of our Common Stock on

the New York Stock Exchange on the last three trading days preceding the grant date RSUs

awarded to non-employee directors vest one year after the date of grant or earlier upon

termination of the directors membership on the Board by reason of retirement termination of

service from the Board after the directors 60th birthday death or disability for any reason after

change in control or such other circumstances as the Board may determine Once vested RSUs

are paid to directors only in shares of Common Stock or at the option of the director deferred as

common stock units under the Directors Compensation Plan until the directors membership on

the Board ends Dividend equivalent units are credited at regular rates on the RSUs during the

restriction period and upon vesting of the RSUs are paid currently in shares of Common Stock or

deferred as common stock units together with RSUs the director has deferred As of March

2012 Messrs Davis Mead Nevels Ridge and Shedlarz had attained retirement age for purposes

of the vesting of RSUs

Other Compensation Reimbursements and Programs

The Board occasionally establishes committees of limited duration for special purposes The Board

will consider paying additional compensation to non-employee directors who serve on special

committees generally $1250 per meeting if the special committee holds six or more meetings

each lasting one hour or more No director received compensation for service on special

committee in 2011

Prior to 1997 directors participated in our Directors Charitable Award Program No directors

have been added to the program since 1996 and our obligations
under the program were not

affected by the service of any director during 2011 Under the program upon the participating

directors death the Company makes charitable gift to an educational institution designated by

the director The amount of the donation varies depending upon the directors length of service

with maximum donation of $1 million after five years of service As of December 31 2011 there

were 16 former directors who participated in the program for whom we are committed to make

charitable contributions aggregating $15.8 million No current director participates
in this

program

We reimburse our directors for travel and other out-of-pocket expenses they incur when attending

Board and committee meetings and for minor incidental expenses they incur when performing

directors services We also provide reimbursement for at least one director continuing education

program each year Directors receive travel accident insurance while traveling on the Companys

business and receive discounts on the purchase of our products to the same extent and on the

same terms as all of our employees Directors also are eligible to participate
in the Companys Gift

Matching Program Under the Gift Matching Program the Company will match upon directors

request contributions made by the director to one or more charitable organizations on

dollar-for-dollar basis up to maximum aggregate contribution of $5000 annually

We do not award stock options or maintain non-equity incentive plan or defined benefit pension

plan for our non-employee directors
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The following table and explanatory footnotes provide information with respect to the

compensation paid or provided to non-employee directors during 2011 in accordance with the

policies and programs described above

Director Compensation

2011

Fees Earned
andlor Paid All Other

in Cash1 Stock Awards2 Compensation3 Total

Name

Pamela Arway 90707 120000 5000 215707

Robert Cavanaugh 100000 120000 4500 224500

Charles Davis 100000 120000 5000 225000

Robert Malcolm 6359 8478 5000 19837

James Mead 60824 81099 5000 146923

James Nevels 204321 120000 5000 329321

Anthony Palmer 60824 81099 141923

Thomas Ridge 90000 120000 5000 215000

David Shedlarz 100000 120000 220000

LeRoy Zimmerman 29423 39231 5000 73654

Mr Zimmerman retired from the Board on April 28 2011

This column includes amounts earned and/or paid in cash or shares of Common Stock at the election of the director or

deferred by the director under the Directors Compensation Plan director may choose to have his or her retainer and

committee chair fee deferred in the form of cash or Common Stock until his or her membership on the Board ends

Amounts credited as earnings on amounts deferred under the Directors Compensation Plan are based on mutual

funds or other investment options available to all participants in our 401k Plan or our Common Stock and

accordingly the earnings credited during 2011 were not above market or preferential earnings

The following table sets forth the portion of fees paid in cash or Common Stock and the portion deferred with respect

to retainers and fees earned during 2011

Immediate Payment Deferred and Investment Election

Value

Deferred Number

Value Value to of

Paid in Number Deferred Common Deferred

Shares of of Shares to Stock Common

Cash Common of Common Cash Unit Stock

Paid Stock Stock Account Account Units

Name

Pamela Arway 90707

Robert Cavanaugh 100000

Charles Davis 100000

Robert Malcolm 6359

James Mead 60824

James Nevels 145821 58500 1076

Anthony Palmer 60824 1072

Thomas Ridge
90000 1656

David Shedlarz 100000

LeRoy Zimmerman 29423
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JOHN BILBREY age 55 has been Hershey director since June 2011
He was elected President and Chief Executive Officer of The Hershey
Company effective May 17 2011 From November 2010 to May 2011 he was
Executive Vice President Chief Operating Officer and from December 2007
until November 2010 he was Senior Vice President President Hershey
North America From Novmnher 2005 to December 2007 he was Senior Vice
Pt stilt nt Pt csidc ni Inti in sOon ii oman cial Onc up and is Scniox Vu
President President 1-Jershey International from November 2003 until

November 2005 As our President and Chief Executive Officer Mr Bilhrey is

responsible for day-today global operations and commercial activities and
has thorough and comprehensive knowledge of all aspects of the

Companys business He has extensive experience in the consumer packaged
goods and fhst-moving consumer goods categories in the United States and
international markets and has the benefit of having served as both Chief
Executive Officer and Chief Operating Officer of the Company Prior to

joining Hershey Mr F3ilhrey held executive positions at Mission Foods and
Danone Waters of North America Inc division of Groupe Danone Paris
France responsible Jhr all operations of Croupe Danones North American
water division He also served in positions of increasing responsibility in the

United States as well as numerous international assignments during his 22

years at The Procter Gamble Company Bilhrey has been director of
McCormick Company Incorporated since November 2005 i-ic holds

bachelors deeyee in psychology from Kansas State University
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Discussed with the independent auditors the matters required to he discussed by the
statement on Auditing Standards No 61 as amended AICPA Protbssjojzal StandardsVol AU Sechon 38th as adopted by the Public Company Accounting Oversight Board
in Rule 3200T

Received the written disclosures and the letter from the independent auditors in
accordance with applicable requIrements of the Public Company Accounting OversightBoard regarding the independent auditors communications with the Audit Committee
concern ng independence and

Discussed with the independent auditors their independence from the Company

We are not employees of the Company and are not perfbrming the functions of auditors or
accountants We are not responsible as Committee or individually to conduct field work orother types of auditing or accounting reviews or procedures or to set auditor independencestandards In carrying out our duties as Audit Committee members we have relied on the
inlhrmation provided to us by management and the independent auditors Consequently we donot assure that the audit of the Companys financial statements has been carried out in
accordance with generally accepted auditing standards that the financial statements are
presented in accordance with 1.JS generally accepted accounting principles or that the Companysauditors are in fbct independent

Based on the reports and discussions described in this report and subject to the limitations on ourrole and respoosihilities as Committee referred to above and in oor charter we recommended tothe Board that the audited financial statements he included in the Companys Ann ia Report onForm 10-K for the year ended December 31 2011 bInd with the SEC on February 17 2012

Suhautted by the Audit Committee of the Companys Board of Directons

Charles Davis Chair

Pamela Arway
James Mead
James Nevels
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PROPOSM NO APPOINTMENT OF INDEPEENT AUDITORS

What is the Board proposing

The l3oard is proposing that you ratify the Audit Committees appointment of ItPMG liP as theCompanys independent auditors for 2012 The Audit Committee and the Board considerKPMG LLP to he welhquahfied for that role

Is stockholder ratification necessary or required

The Audit Committee is not required to obtain stockholder ratification of its appoin Linen ofKPMQ LLP However the Audit Committee recommended to the Board that stockholders he giventhe opportunity to vote on KPMG LLPs appointment at the annual meeting

What will happen if the appointment of KPMG LIP is not ratified by thestockholders

11 stockholdc do nol cat ify the lppotntnn nt of KPMG Li as the omp my mdc pc udc nt
auditors for 20i2 the Audit Connnfttee will reconsider its appointment

How many votes will he required for ratification

KPMG LLPs appointment as the Compaoys independent auditors for 2012 will he consideredratified if majority of the votes of the shares of the Common Stock and Class Common Stockpresent and entitled to vote at the annual meeting are cast fhr the proposal

Will representatives of KPMG LLP attend the annual meeting

Representatives of KPMC LLP will attend the annual meeting will have the opportunity to makestatement if they so desire and will respond to questions

Wh.at is the Boards recommendation for voting on Proposal No

--
The Board of Directors unanimously recommends that stockholders

vote FOR Proposal No

------ -----.----------
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What is the Milton .Hershey School Trust

909 Milton and Catherine Hershey established trust the Milton Hershey School
Trust having as its sole beneficiary Milton Hershey School nomprofit school for the Full-time
care and education of disadvantaged children located in Hershey Pennsylvania Hershey Trust
Companya state-chartered trust company is trustee of the Milton Hershey School Trust

What is the relationship of the Milton Hershey School Trust and Hershey Trust
Company to The Hershey Company

The Milton Hershey School Trust is our controlling stockholder it will have the right to cas.t 7C-
of all of the votes entitled to he cast on matters requiring the vote of the Common Stock

voting
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EXECUTIVE COMPENSATiON

Com.pensation Discussion and Analysis

This section discusses and analyzes the decisions we made concerning the compensation of
i-Iersheys executive officers it also describes the process for deteitrining executive compensationand the factors considered in determining the amount of compensation awarded to our named
executive officers

The named executive officers are ililhrey our Chief Executive Officer or CEO Alfhnso
out Chin Fmanci al Offic or P0 Bu II iy md Wal mg who nrc thu
thr hrghcst paid of out othc exe utivc officers mploi ed at thu ond of 2011 mci Ma who
sur ed is our CEO hi ongh Mi 20 ind whosc cmploy mc minatr in unc 2011 ltC
ules requn th it Mr West inform it ion bc included in tin nahh PC cau sc hc is as CO dur

ing
poi hon of 201 Mi WcG 2011 compensation is dc sci thud sepai itel witlun the foloss mg
Compunsation Prsussion and Analysis and tenor dingh eferunces in the following dic ission to
our nann xecutn officers do not mncludc Mt \\ esl unless othn \\ specified

What material highlights and events affected decisionmaking regarding 2011
executive compensation What actions were taken in response to those highlightsand events

We started 2011 with high perfhrniance expectations In February 2011 we projected
that

2011 net sales growth would he around the top of our long erm 30 tn 5% annual
growth objective and

2011 growft.in adjusted earnings per share-diluted which we define as diluted

earnings pci share of our Common Stock excluding adjustments as described
beginning on pagc 21 of the 2011 Annuat Repot to Stokholdc lb ii iccompanic
this pi ox st ttcni nfl rho would hc around the top of out long term ohj ci IV foi

annual growth of 6% to 8%

We used these expectations when setting the perfhrmance goals fitr our annual incentive
program the One Hershey incentive Prop-am in 2011 Growth in adjusted earnings
per sharediluted also was included as performance goal in the long-term incentive
program

Our 2011 financial perlbrmance exceeded our expectations We continued to experience
strong core brand growth through emphasis on brand building marketing and
advertising investments We also realized productivity gains front Project Next Century
thc continuation of our glob ii snppl ch tin it ansfor ni it ton pi ogram and xccul ion of

our operating plans These successes translated into

Net sales growth of 7.2% and

Adjusted earnings per share-di uted of $2.82 an increase of 10.6% over 2010

As result our executive officers earned above-target annual cash incentive awards
under the One Hershey incentive Program Sir 2011

Our strong financial performance enabled our stockholders to realize significant total
stockholder return or TSR of 34.4% during 201 reflecting

31% increase in our stock price from year-end 201 to year-end 201 and
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Setting challenging individual goals for executives that support the Companys overall
goals and

strategies and directly linking the executives compensation to those measures
Using our Common Stock for long-term incentive compensation to tie significantimount of the etecuijve officers total compensation to the long-term market value of ourCâninion StØcIcand

Requiring stock ownership by all executives

These actions are described in the discussion that follows

What do we reward

We engage our executive officers and employees by creating high performance culture that
recognizes both Cdmpany and individual performance We reward results

significant amount of our executive officers pay depends upon achiiiig our financial goals Ifperformance falls below our targets executives will receive lesser amóünta of aÆnuil or long-termincentive payments and may not receive some payments at all We use our Common Stock in
combination.with multi-yearperfortance and vesting periods for long-term compensation If weachieve strong financialpetfonnance relitive to our goals and our stock price appreŁiitesexecutives will earn sigthficant rewards If our stock price lags compensation tthder these equityprograms will he reduced or eliminated

Achievement of individual performance objectives is considered in the determination obase
salary and annual incentive compensation We incorporate values modifier in the One HersheyIncentive Program toreinforce the expectation that the executive officers

consistentlydemonstrate our Company values An executive officer who falls short of expectations in
demonstrating our Company values will have his or her One Hershey lncentle Program awardpayment reduced We believe our perform ance management and compensation programs align allof our employees with respect to Company perkrmance and encourage culture that is known forresults which brings increased value to our stockholders

What was the result of the say-on-par voting at our 2011 Annual Meeting ofStockholden What was our response

At our annual meeting of stockholders in April 2011 our stockholders overwhelmingly approvedour first say-on-pay resolution with more than 98% of the votes cast by the holders of CommonStock and Class Common Stock approving the 2010 executive compensation described in our2011 proxy statement Our stockholders also apprOved our proposal tohold use ri4ay tti
every year As result our Board has committed to annual say-on-pay votes as described
beginning on page 85 We also have continued our policies processes and approachtoexecjv5
compensation on substantially the same basis as those in place in 2010 and for which ourstockholders registered their approval

Who is responsible for our decislon-niakingconcen.jjg executive compensation

The Compensation and Executive Organization Committee of our Board of Directors or theCommittee has primary responsibility for decision-making concerning executive compensationOur CEOs compensation is approved by the independent members of the Board of Directors basedon recommendations of the Committee
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Companies in the Compensation Peer Group used to benchmark executive and director pay levels
for 2011 were

Brown-Forrnan Corpora Lion

Ca.mphei.l Soup Company

ConAgra Foods Inc

Constellation Brands Inc

Dean Foods Company
Del Monte Foods Company
Dr Pepper Snappie Group Inc

Energizer Holdings Inc

Flowers Foods Inc

General Mills mc

Companies included in the 2010 peer group were

Food Companies Inc

Bacardi U.S.A Inc

Boh Evans Farms Inc

Brown-Forman Corporation

California Pizza KitchenEnc

Chiquita Brands International Inc

Colgate-Palmolive Company

ConAgra Foods inc

Da.rden Restaurants Inc

Dean Foods Company
Del Monte Foods Company
Dole Food Company Inc

Dunkin Brands Group Inc

Farmland Foods Inc

Heinz Company
Kellogg Company
Keystone Foods LLC
Kim berly-Clark Corporation

Lance Inc

Land OLakes lIne

Fl Heinz Company
Hormel Foods Corporation

Kellogg Company
McCormick Company Incorporated

Molson Coors I3rewing Company

Ralcorp Holdings Inc

Sara Lee Corporation

The Clorox Company
The Smucker Company

Mars North America

McDonalds Corporation

MillerCoors LLC
Molson Coors Brewing Company
NestlØ USA Inc

Ocean Spray Cranherries Inc

Ralcorp 1-lolclings Inc

Reckitt Beackjser Inc

Reynolds American Inc

Rich Products Corporation

Riviana Foods Inc

Sara Lee Corporation

The Coca-Cola Company
The Dannon Company Inc

The Estee Lauder Companies Inc

The Schwan Food Company
Unilever United States Inc

Wells Dairy Inc

Wendys/Artys Group Inc

Wm Wrigley Jr Company

Mercers benchmarking of semor executive compensation is based primarily on the Compensation
Peer Group Athough there was significant change in the make-up of the peer group from 2010
to 2011 the change in peet gioup compamus did not result sgnthcant differcnc th

compensation levels included in Mercers analysis The Compensation Peer Group contains
ihcnse group of consumer products companies that have comparable business characteristics to
the Company Data from the Compensation Peer Group is supplemented by composite data from
consumer prodncts companies ranging in size from $2 billion to $i2 hillion in approximate annual
sales This information is included in three national surveys conducted hy Hewitt Mercer and
Towers Watson In addition the use of the survey composite provides us with broader

industry-specific information regarding pay levels at consumer products companies not only lhr

our executive officers but also for other officers within the Company

Mercer provided the Committee and Company with
report summarizing executive compensation

levels at the 25th 50th and 75th percentiles of the Compensation Peer Group and the survey
composite for positions comparable to those held by each of our executive officers The Committee
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Section 409A of the IRC specifies certain rules and hmitations regarding the operation of our
Defhrred Compensation Plan and other retirement programs Failure to comply with these rules
could subject participants in those plans and programs to additional income tax and interest

penalties We believe onr plans and programs comply with section 409A of the 1RC

What are the individual cornpomnts of the executive compensation program and
why does the Company choose to use these components of pay What percentage of
executive compensation is dependent on performance

Our executive compensation program includes three key components base salary and benefits an
annual cash incentive program and longAerm incentive program consisting of stockbased
iw Tin tot il ompc an on packa pi o\ dc by the Comp mv inc in ding pension bc nc fits

supplemental retirement benefits and other bench ta is considered by the Committee when
deterin ining e.ach component of an executive officers compensation

Base salary and related benefits are the Ibundation of the overall pay package We set base
salaries and establish benefit programs primarily to attract and retain executives with proven
skills and leadership abilities that will enable us to he successibi

Annual and longAerm incentives variable or performanccuhased compensation play an
important role in motivating executive peribrmance and in aligning executive pay opportunmties
with the interests of stockholders The variable or perfirmanceoriented elements are designed to

reward perfhrmance as measured by the achievement of both shnrC and long4erin financial goal.s
and individual objectives The longrerm incentives link significant portion of each executive
officers total compensation directly to long4erm Company performance versus internal objectives
to individual perfbrmance evaluations and to relative total TSR measnred against our external

peers Variable peribrinancehased compensation represents over 80% of the total target
compensation of our CEO and approximately 70% of the other named executive officers total
target compensation as shown in the charts below

Target Total Direct Compensation Tar

Chief Executive Officer 0th

AnSI

an
or ii

Uni

it

in
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Ms Buck and 65% fhr Mr ODay Mr Bilbreys short-term incenttve target was increased to 120%

upon his promotvion to CEO in May 2011 Ms Bucks short-term incentive target was increased to

upon hit promot wit to Sc turn Vicc Pr sideni hid txron Officc in Septembet 2011

Mr Wallings short-term incentive target was set at the time he was hired at 60% of base salary

earned during 2011

In determining the target percentage for each of the executive officers the Committee compared
the level of total target cash compensation base salary and target One Hershey Incentive

Pr ograin an at di to thc hc nchni Uk angc of the mc di in pci cc ntilc lc of his or her counterparts

thc Compi nsal 10 Crc Ci oup the ui composit oi hic nd of the tn he turgc

pc is cut ige 101 Mi \lfonso was inc ised Ii om hi 2010 Ic xci to mos his tat gct cash

compensul ion ciosc to the mcdi For tub of the othc uncd xecut tic officers ths total ai get

cash compens thou ranges ft em ippi oxunatc tiac 1Qth to 755 percc ntds of total target cash

compc ns then lot omp iNc positions

The final award earned under the One Hershey inccntrve Program by participating executive

ofhcers is determined by multiplying the c-txecutive officers base salary the applicable target

percentage and performance scores ranging from 0% to 200% based on Company performance and

performance against individual Strategic Bonus Goals or SIlOs The Company performance goals

are established at the beginning of each year by the Committee Individual SBGs also are

established at that time If performance scores exceed the objectives an individual executive

officer might receive more than his or her target percentage If scores are below target the

executives One Hershey Incentive Program payout will he below his or her target percentage

suiject to n.e award if performance is below threshold levels For executive officers in 2011 the

weighting of Company financial perfhrmance metrics accounted for 75% of their target award
under the program The remaining 25% of the target award was based upon individual

perfhrmance toward achevement of up tci five SBls

the Committee and the independent directors in the case of our CEO has discretion to increase

or decrease the results achieved on the basis of Company financial metrics 75% of the target

award in 201 by up to 30% based upon the Committees assessment ni tile quality of tinancial

results Through the use of this discretion the independent members ofth.e Board are able to

adjust actual payouts to better correspond tc tile level of overall perfbrmance
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ommitl cc oi mdc pc ndent mcrnhc of hi lb ii tdc maximum idlustmnc nt to the ompan
fi.nanc.ial performance score to reflect outstanding Company perfbrmance was 245% rIme

onimit tc il appi hc inclusion of ihic modifn in fhc Oi ic Hershc Inccntmvc Progi am

an rid culcul uPon fin cxecutis ofhcci One shc Inc nt cvc Pm ogrtm ciV ud pay inc nts for

2011 if ani cit cuhjec to 107 reduction for any cxc cut ivc officet judgc to need to imnprovc

upon his or her adherence to our Company values

What were the performance targets under the 2011 One Hershey Incentive

IF ograrn Were they achieved What were the final Onc Hei shey mt entn
Pt ogi am payouts for 2011

The financial performance metrics thr our execu.tive officers One Hershey Incentive Program
awards reflected our results-oriented pay-fhr-performnance compensation philosophy The

Ccimpany perfbrrnance objectives for the 201 One Hershey incentive Program participants were

centered on the fbI lowing targets

Consolidated net sales of $5.98 billion 5.5% increase from 2010

50



Adji ted rnin e-dil ited of .76 inweas from 010 and

Opt tin ca flow of87a nillion ci ci pie entn hi nt of93 ofthe

ong opei tinc flu nei tc in 010 Opti atn Bus defit ed as the

sc of cc Ii horn opci jUon Ic 101 contnhntion nnd commodilie hcdging

nnsa tions met sured in Inc month pci iod ndi on lb st dny of cal 010

and ch qui of flcal ar Oil

\c qchie ibove ta gct pc
fbi nc in djn lcd cainin hCt dilutcd and not sale and

ohd re nit openti flo On In ncial pe fo ante dunn 041 nd thi ltinc

fin.i cial perfoi man coi wei folio

$1 /1 Ic

3btlhon 60 lbilhon

Mji dl trm ig pci Shaie thlnted 28 00

tin flow rnilhon 871 million 10 979

00

101 011 7a7 of the One Inc ni on ward fin cad of the nnned ecutive

offi er hi id on the Compan3 peifo ianc cc of 13 13 lhe Committee did nol

it di crc ion fo dju Ihi soi for financi lie nit in Oil Tin mmndei ofthc On he

Incentis detci mined mdi idual pe fo mane ting hi on

he me of SBGs nd adherence ow Company cUue In 011 all of the nani ecutis

beer des on Ii ated on ompan vi In and no edu ton de for the alnc modifie

the idiudnt for ich of then in ecntive officer othe than Th Bin Inc

tabh he in ebruary 2011 ed on the offic at gic ojectisc fbi the Mr VV liii

suet hI hed hortly after he join th Co pan ii Inn 01 olio ing the do of

Oil the Committee pcos
ded he indep ndcnt dtrecP isith is es ni nt nd coring

Mm Bulhrc Ion ian and ilbi
pi

osided fb Comrni tees ilh hi mc nt and

conn of cach imed ecuti ffic ifonnan relati to th iform ice h0 hi

offi ci ion ti mUon of ow ompan 1ue

mc i3L br BUhiey included tho tom the nod hen he ow MO throngh Ma 2011

and fo the poition of the ai hon oui 10 COO Bdbi oal nt red

on impl nientation of cur global tincture brand 10 Noi th nem ica and ppi
ham

pme Is As Bih.i cy focu cd on ou ci uti in us ernent ioi lobal ion

trategic leader hi Project Ccntui inanufactw in iniliat inno tion and in ht

di ii pci fin mance nit of NI Bilbiey achi mc nt in the as lit ded ai

individu ii rfon cue coi of 0% Ba ed 01 th wei htin of th ompan ian al ore

nd ti tfk is eighting of hi disidi ii pci bin mnal cc co the cmmittee commend to the

hid ndcnt di ector 2011 ft hey In ntis oram an ard fin Bilh cv of

S141 69 140U ofh In tas

mc lG fo .Alfon oin ecniv icuPie ient hiefiim icmaltffi amdhi

Admin ration ffi ii cl uded th elopment and intc ration of our It it p1 nnm

aid ai ledI ci to uj p01
Hum nci poi ting and dcci ion ikin mt ted ho ii

p1 inning It dci ship le in he am ah nd nuctu ing of fmancin nd acqui itmon

nitiatwe and talent dc lc pm nt mit of Alfo iS chcsc ent in the rca he

as did mdi idnal pci
lb rn nc co of 3aU ed on hi Is eight of thc



Company financial çore and the 25% weighting of his individual performance score the
Committee approved 2011 One Hershpy Incentive Program award for Mr Alfonso of $557340
137% of his target award

For Ms Buck our Senior Vice President Chief Growth Officers the indiyidufSG centered on
delivery of new growth opportunities Including health and weilness digital and social media
insights-driven performance next generation marketing capabilities and development of our
marketing organization people ad processes As result of Ms Bucks achievement in these
areas she was awarded an individual performance score of 145% $ased on the 75% weighting of
the Company financial score and 25% weighting of her individual performance tjie Committee
approved One Hershey Incentive Program award for Ms Buck of $420125 139% of her target
award

The SBGs for Mr ODay our Senior Vice President Global Operations centered on enhancing the
effectiveness of several areas oourglobal operations including achievement of Prqject Next
Century objectives improved sourcing strategies optimization of the global opentions networkand employee engagement As result of Mr ODays achievement in these areas he was awarded
an individual performance score of 175% Based on the 75% weighting of the Company fisthidt
score and the 25% weighting of his individual performance score the Committeeapproved 2011
One Hershey Incentive Program award for Mr ODay of $468247 147% of his target award

For Mr Walling our Senior Vice President Chief Human Resources Officer the individual S8s
centere4on development of capabilities focus and alignment within Human Resources employee
engagement and deveepment of high performance culture an4 structure un4er our new CEO
As result of Mr Wallihgsachievemenine areas he was awarded anindividual
performance score of 120% Based on the 75% weighting of the Company financial score and the
25% weighting of his individual performance score the Committee approved 2011 One Hershey
Incentive Program award for Mr Walling of $187622 133% of his target award

See Column of Summary Compensation Table for information relating to the amount of
One Hershey Incentive Program payments made to the named executive officers

What are the elerne its of the long-term incentive prognLm

We use awards of PSUs stock options and RSUs to provide long-term incentive compensation that
aligns the interests of our executives with our stockholders These awards are made under the
Iongterin incentive program of the Incentive Plan The Committee customarily awards long-term
incentive grants including stock options to executive officers and various other management and
professional employees in February of each year two to three weeks after the release of fourth
quarteran4 annual financial results
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The Committee selected these metrics to ensure perfhrmance was measured against both internal

targets aligned with our stockholders interests and to returns offered investors by our peer
companies Based on input front Mercer the Committee selected 14 Ibod beverage and consumer
products companies with median revenue of $9 billion our Financial Peer Group for u.se in

assessing our Companys 2009-2011 TSR against the food and beverage industry The Financial
Peer Group is high-perthrming group of companies with whom we compete for investors in the
God and beverage industry

Companies mc uded in the 4member 2009 Financial Peer Group were

Odhury plc Hormel Foods Corporation

Campbell Soup Company Kellogg Company
Dean Foods Company Ii raft Foods Inc

Del Monte Foods Company McCormick Company Incorporated
Dr Pepper Snappie Group Inc Molson Coors Brewing Company
General Mills Inc Sara Lee Corporation

Heinz Company The Smucker Company

Out to the icqm sition of adhury plc by Kr alt oods Inc in 201 and the prit aPr ition oft he

Montt Foods Compny in 2011 the Committee it moved both companies from the Financial
Peer Group tbr the purpose of measuring three-year relative TSR for the 2009-2011 performance
tyck 2010 2012 pci foi inanct cycle and the 2011 2013 Pt ifoimance cycle The 12 companies in

the Finaaciai Peer Group had median revenue of $9 billion when measured in third quarter
2010

The Comnuttee approves annual adjusted earnings per share-diluted target fbr each year of

1.he three-year performance cycle at the beginning of the performance year The annual component
allows the Committee to establish performance targets that reflect current business conditions
thus strengthening the link between pay and performance Ihr each year of the three-year cycle
Payment of any amounts earned including amounts based on th.e annual performance goals will

he made in shares of our Common Stock at the conclusion of the three-year performance cycle The
maximum award for any participant in performance cycle is 250% of the contingent target
award
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How are stock options used within the Companys longterm incentive program
What process is followed in the granting of stock options

Stock options are an important element of our long-term incentive compensation program
enabling us to ahgn the hiterests of executives with those of stockholders in general stock

options at an ai did annually to Ihi Company senior cxc uti gi oup as is II as to othc ktv

managerial employees Stock optiors entitle the holder to purchase fixed number of shares of

ommon Sto ii sm puce during specified iocl of time The ight to oxet cisc th opt ion is

subject to vesting schedule Because stock options vest over time and only have value if the price

of our Common Stock increases they encourage efibrts to enhance long-term stockholder value

The Committee sets guidelines fhr the value of stock options to he awarded based on competitive

compensation data in 201.1 the target number of stock options awarded to each executive officer

was determined by multiplying the executives base salary by one-half of his or her target long
term incentive award percentage divided by the Black-Scholes value of each option on the grant
date Th.o Black-Scholes option-pricing model is described in Note 1.7 of the Consolidated Financial

Statements contained in the 201.1 Annual Report to Stockholders that accompanies this proxy
statement The actual number of options awarded may vary from the target level based on an

executives individual performance evaluation

Stock options awarded in 2011 vest in equal increments over four years and have ten-year term

equired by the ctockholdc ciiO\ ed Inc nine Plan the opi ions we an cxci cisc pi ite equal
to the closing market price of the Common Stock on the New York Stock Exchange on the date of

the award

Stock options are awarded annually under the Incentive Plan to eligxhie recipients however the

Committee may elect not to award stock options in given year To ensure flexibility in providing
awards hr recruitment retention perfhrmance recognition or in conjunction with promotion
the Committee is authorized under the Incentive Plan to establish stock option pool an RSU
pool and separate C.E discretionary equity pool described below for use by our CEO hr such

purposes The pools are available for approximately 12 months from the date created and the

Committee determines whether to establish any or all of these three pools annually Options and

RSOs remaini n.g i.n any pool at the end of the period do not carry over to any poo1 established by

the Committee ihr subsequent period

In February 2011 the Committee authorized the CEO to award up tn 600000 s.tock options and

up to 100000 RSUs from the stock option aiid RSU pools during the year The Committee also

authorized CEO discretionary equity pool hr recruitment or retention purposes up to an

aggregate value of -$1.. million as measured at the time of grant This was in addition to the

stock option and RSU pools Recipients of awards from the CEO discretionary equity pooi were

permitted to select mix of options and/or RSUs equaling the value of the award The value of

option awards atade from the pools is based upon the value used lbr financial reporting purpose.s
the Black-Scholes value The CEO may not make discretionary awards from any pool to the

Couipanys executive officers Stock option and RSU awards from the CEO pools as well as awards

from the CEO discretionary equity pool are made one time per month according to an annually

pre-determ ned schedule and the exercise price hr the options is based on the closing price of our

Common Stock on the date of the award Individual awards in any month may not exceed 12000
stock options or 7.500 RSUs without further approval by the Chair of the Committee
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eligible fhr the DB SER.P participate in the CLEF The Company believes that the DR SEEP
DC SERf CLEF and Deferred Compensation Plan help in the aggregate to attract and retain

executive talent as similar plans are often components of the executive compensation programs
within our Compensation Peer Group The DC SEEP was established as part of our Deferred

Compensation Plan and is not separate plan

See the Pension Benefits tahle and accompanying narrative beginning on pagc 70 and the

Qualified Dc flu cd omp nsatuon tnhh md it comp mnying in Thx gmnin on igc 73 for

more information regarding the DR SEEP DC SEEP CLEP and other retirement benefits

What role do executive perquisites play i.n the total compensation package for the

executive officers

Execu Live perquisites are kept by the Committee to minimal level relative to an executives total

compensation and do not play significant role in our executive compensation program See the

footnotes to Column ii of the Summary Compensation Table thr inlhrmation regarding the

perquisites received by our named executive officers

In addition our CFX and the other named executive officers are eligible to participate in our Gift

Matching Program on the same basis as other employees retirees or their spouses Through the

Gift Matching Program we match contributions made to one or more accredited colleges or

universities on doliar-fhr-dollar basis up to maximum aggregate contribution of $5000 per

em.pi.oyee ar.nuallv

Has the Company implemented provisions designed to protect the Company such
as conditioning compensation on restrictive covenants

ginning in 20Gb tn Compau imti ned
pu ogi am it quiring \C utn officci to cq in

Executive Confidentiality and Restrictive Covenant Agreement or ECRCA as condition of

receiving PSUs and other longterm incentive awards or ior new executive officers as condition

of their employment The terms of the ECRCA prohibit the executive from disclosing the

Companys confidential information competing with the Company in specific categories fhr

period of 1.2 months fo.lowing term.ma.tion of the executi.ves em.pioym.ent recrni.ti.n.g or soliciting

thc ompanYs mployces om di spar ipng th ompany eput mUon in any way Ku mm to tonuplv

with the provisions of the ECRCA may result in cancellation of the unvested portion of PSU and

RSLT awards cancellation of any nnexercised stock options and requirement fr repayment of

amounts received from equity awards during the officers last year of employment as well as any
amounts received from the DB SEEP and DC SEEP

Has the Company entered into any employment agreements with or does the

Company provide severance or change in control plans for its executive officers

We have not entered into employment agreements with any named executive officer except fhr

Mr West who resigned as CEO and from the Company during th efirst half of 2011

We entered into an employment agreement with Mr West upon his promotion to Pre.sident and

CEO in 2007 lhe Committee and independent members of the Board determined that doing so

was appropriate in light of the fact that we had entered into an employment agreement with

Mr Wests predecessor and believed we would have been required to enter into an employment
agreement with any individual recruited to become our CEO from another company We
determined the terms of Mr Wests employment agreement by refbrence to the benchmarking we
had done with respect to Mr Wests predecessor

PS



of the namcd cut offic ticipate mat utive nofit Piotcction Plan

oup3A oi BR P3A TheE Pp ii tcndedtohelpus ttr ct ndr tai qu lift

in na eme 1o3ee and iaint tahl ork enn onmc it the event of tvit that

mild potcnfl fly nit in cant oL he ii of the ph ci ll pro ide that

cm ered tis iho cc iplo ment nith thc amp it
terminatc cit in io ft

cia in cent ol ofth Co ip ny entitled to rtall cc paym nI nd benefit ftc

P1 to tovid everanee fit in the cient of un ohm te Tili ion uthout

ii chit nge in ontrol volunt mu tion oi ood ci on fined in th

RI IA itbin ear aft election of EO

do crib do th EBPE 3A yr amei and it in Fe nat 2011 to include

mong othe ng nothfication to iemov the old up huh ci up fe mire

re ult no utive oth or oth ni lo cc ol the ompany entitled ore one

ta to up

cc thc di cu ion he innin fo foi mit on at dint he IA id ii nt

ouid be to ow namc cc utive officei ide tic p1 in Li nit of crmin tion of

.in 1o mci to han co ti ol

ofihe norm compem atioi he bc innin of2Oll II st cccii

mete in his ha al of ppro imatel .9 ta ct ott term incntiv oppoitunity

of oC of hi ha rvn Ii cened nd tocl optio vid 01 hasi oni huts ith

mad the othet cciii offie in Mi West tnt iii erminated hi

cmploymen th tI Compa cy
dui ing 011 iot ii filed to nient de the On

Hi he lncentiv in Ii of hi nv nd tack option ai rd ccc fhift ited and

he not entilled to nor did ic cciv an ci wee or othe ii ii ompc iti

hi mplo mont emc nt conn itcon th hi ture fro he patty ie nit of In

te mination Mr \V tfoifeit hi BUPhenefit

Mn West in ioncnl cciii nIp idcdhi nith then It oe lean ted tol

optio 1w period of 90 day follon ing hic tori ho of in fib nt Ph 1u Vii

ic cc foi stock op ion ci ning 201 inc md in ihe Ip 101 Ci od

Vi ed fahi

ft omp hclic that quinn ecuti offi to old igni ica at amount of ou

ommon Stoci engthens the all nmont of he ecuti offic anth the inte ct of

sfockhold and omot ichi icnt of 1w te hu inc ohj ctn On xecutn tack

oun .hip poh ha been in place fot noie than 03 ca an Hi qi hei it upd ted

in 200 to belte lign vith ixtein liii fi et coi ipan on os led cci

Offleet sith rod oan or hip ie nemet quit to aeci ulate and hold the mimum

ni of ban to meet lhei toc ncr hip levi ithin He ai of then miii ci eleetto to

their posifon Pot poc of thu qul mont bar include hi of ommon toel

th tat dh thofficeiunv dtim ha edft inedforfh attic mnt

op peifoim nc cyc 11 se ted RSI aid aU that ye been def th office

commoi to nit und ow Dde ed Comi en tion lan Ft an ipat at of is will

hold ignit enit aumb of the hue earned on and ird and the ecie of

59



to tic to son obli pition it ly mmii iii tockholdmh ii qw mcnt lb

utne id othi kited ilut er lb ioo to liii time sc laiy cnhed bib
nbl fbi dol valut of ha iw kch ii acqnii cd hi id qit mIla of th

mdlvi cc it umhei ot Ii to hc Tic Id npdat thc 01 ch

in ci Cu

aImesi eai

toni hi sshit

nd norVic PcsicI nt ti sTate lary

Lmd otfi ci- uhctto todd oidinicquicn tot aii

ailinc io cab ftc minimum nithin th uitc.tc ic iod ult iohlic hot Ic ttci to ft

0114 With iii ftc inc icqi ucioeut ti it tnt in to opti iic ici md
piymc flit iii it lea rOO of lii hai cf om non Sto cci cd not ill he

01 fliflI mi vn liii ted c1 Ti omi itt cc ceit eh in iiil umm ny of ich

Ii idu ii oth ci owoe hip to to mitor corn ft-inc

of 201 cord ii iti loi the anon in ci in all of ftc med cut ofiicei

lb nney hij ci ii cmi nt

To oc

Wc ic let ed diet scd ith in ii en nt the omp Lion ion nd lysi

ginnin on pa ed on th it irn Ic id di ioo cc mime ided ft thi ird of

Di cetoi lb it th ompen it ion ioi and .ily is hi included in ro -y statemi

bin id by ftc ci ipcn lion in ecu tiv Ot gaoi Ii ot mitt of on id of

ii

Rob it in nat hue
tuE1 \i

ho it Po ii

Authoi 1tIm

nicILSledIiy

mdc pc ndc mc nbc of th Ho of IL ecto wl ci c-c not men ih of th mpen nhc

id ccu tion nit tUe jon in onil ion on intte Rcpoil nUb pc
to tIm jpio 1dM-Wi dM Bib in ipenation

Ii ii liS

-Ia ii ad

June IN ci
Thom idg

6.0



Ph foflowmg tshle md accompanyin foot ot pro ide info nmtion gaidmn compen ition

cal ted It Id hk 01 paid to individual holdng th po.itioi ofChiefcP incipah ecutive Officem

and nefPiinciv Fin nd 10th du in 20L1 and the thr most hi hly coinp ii ated of

othet xc tithe off er 9/ fey to thus culive offi ci 1801 nam ecutne officers In

ccordance ith tul iMrn mation in lud fom Wcsl stho ft the Comp fly in June

2011 The folIos lug table pro dc info ma ions lIlt espe to 011 010 nd 2009 conip ni ation

if repo in omn prior enr tatc munt Ms Bud nd Mr Wnlling wei not named

ecu is offi Cl fit ompnny 2011 01 2010 pro It Lena ats tho efore infoim tion on theb

10100 2009 comp nsation is not includ

a7EV
esiOi

pi
ic Non Iii II

P1w etc

am ii So Option mu en pe saturn em ii

Pin .iiy0IBriuiiA rd tie toin

non iij
$1

idj tel 10 hi

111Th 011 94o03 37 00 2167 lo41 698 41 182122 10 62671

nt od 010 62 .7 600.693 720013 93 19 0499 70407
421 807

0009 Sdl000 19 02 19 C4 422 9108 94

Mba 01 .4 02 71 68 504 017 97 340 ble 16134 2o82 12

ccutivc 0101 515.000 410991 489 Sn 10 43 196 377 387993

sideni 009 00 00 lu 689 47 006 6.03 069 16 840 22 3636

ad Chic

Adoim Ii nOon

011cc

FM Bi ok 01i 466 20 66 00 .1 5e 15 272.616

\nwe

eiad at

hcjC osith

Ulcer

11 Pay 011 91.400 a79 101 31 168 22 .263010

St niorVi 2010 46 000 38 476 460 37 aN 81 19 a90 20 /5 19

1u ident 009 450 000 337 /28 504 .38 -- 100 626 1684 4o

Inhil

Op ons

JK II Wallin 2011 10000 01 58 2800 71 96 .4 59

ci caY

Pie mt
Chief 11 in

Peso

Uhtei

20111 4147C9 2a 300 Utlu7 47875 712.870

Pot 010 1.030.000 20017 000016 049 %OoO 79 80j41 10487816

Pie icR at 200911000000 laOO4 aDO 22 7730 61322 2198 8004019

Colon ode an nE Ix ni caine on ac nib for the indic ted nd hid Ic nal

Rev floe Code 1PC ectioi 125 ci doction pm ci nt to The Pci hi Comp my Ii ihie cOt lan md ionnt

Ii ht the nnined Ut 00 of ii ordance with thi pi O\ ion of Cl he on or 401 thi P1 oi

401k

55 ith dl ccl
tion of Mi Mdli Colon di inc icote thd no non in ci pnid to ho an ned

Sm the ffker Mt lii who1oi the ii Jon Oil cued bonn to place id

ii ited Utflll

61



olin 100 rio nI to olco itin inl Ia owacl hi Di 011

prIon no vU nd Ni ni upuon Ci Wtt .cii di 0l iclji dl liii ha ooit 1090 ill
di 2010 012 009011 peitkw iaic ri di theixccp iii oi Mci dint ndW lii ooii

111 colic ntuiat ivihoti Ions it Nt din ii die iii duo huoi 011 Mi thhioi
OIL oH as odododolhi rod In 4ri 2011 LpicnlRbqiod0fh IL 200 01 0100

on 009 man Ui it ted opi ohio promo on to Mn ot Pho nm0001 let ii ohi
ho Oh Ihi inHi ds coot In tar Ioi poor ci In thi Oil Oh idi ii iou Ic in Ti 17011 ipoo hi

di in hit od it hi iloe nfth ird di oh 0101 oiitisc oth au hossn on ih miMAw hlo Coloniii in ii rio he hi ho Ru of
pi

iNn iou hi fo pith of hi

.i ink CoIm no lio di arard
ill not ito Rn flhc no oot diioc

oold buns

ht

Jthdhtc ON /7919

010 10/4
X09 197u

HI Abpi 2011 1413 ni
01 471
009 191/

1M ink 011 1000

011 2011 11 117

2ND 71 190

7009 344 900

It din
61406

2011 010 01

onto 001 313

--
0109 uOI

Ii WI lcd iId illo om oH Lautics oloffi thnohc Si 01 Cohi 01 oftho Ill un
to then Ole ciii Id to otioufrom tho omp iyin th hjfof Oil

cilonu cj 1c olodo the to ii unto oil is nomUcl in they mdi The nine uc poninu
nfth 1ovnd in Ir ho i-no its pro nod to dorm p1 id9 in he Ool Ia lint quis ird
tb lie non hi rot cqoirr in doe rcc iud th nami 01 toe olbic with ri pitt Li ni

so ted in 011 nolod din oh in idy ioU cli ff1 Option io nd took cli tihl

he ooinho tod mm thc 5intc mU irs Ii asord 01 11
in Ihrth in ito

th amp 1on ohdatc 11 oct SL 01 dtdi or ot 01 nnm dl opod okholc th
norm

10
do pm 00 01

141 oloInfypto1tt IL ii ltd sIu nfIoc oinn it oxi vi orthr idontmdm doe
00111 o1 Ii ntoioth icsaoti ittynorec sch iii vi ic ci din Ito ntiu tt dolt II oi to
onon Ic ompt is di todctenn iL tic ottli con ctfoithii MoO otho Coop th

oi sohd ted no .d blitoni ml ii Inded inn 2011 in till
pi lockl ot that

olnplm th pn
01 910 omhoi in pro tilL ii of tot ojtioi is ideitt eioti ndo cdiii ohio in LOll

oloianq id Illot lb int ott ni aodAyidsthk in otto hi Utino no Ii 0si
lb lid ill to 1101 rs udoc 00110 011 oil

opt on ti not yc is icbou the ito his

lmniUc dci pIt uc thid Jacof 16

tin di co di timi Ic 10pm ion non iiid Ancl md hi Si Colt inolg lb Cm lilt cli iio ucd
ih

ii pinnct los oil hi dod ot lion 000 iniolit pin co ch oc eki to ihi Onc It hcy tnocot ii

to toni to ih na iiod it it oNe ía OH As rd ndi dii Ouc Heist ncei On Pro ton Ia 201
hi tool niueiinn l1Mi 10 tnocon no waiddoc oh u.igu loinin hi 11 dl of Oil

lu olmncnli.fl 11
log inlhocf in nIp of vdnoiffl coo cc Ii coli mid

hcn Ii ndc lhe in to dii d1e nit plo hi Con pcn itim nil Hr1 Ia ilcol han 01 hi ml th
11 med ii opplcnnnld Lxccoti tAt In nt Plan ci DII hi oh Inn too mloolit on it

nnnit och alit1 in ptiou th 011 od dOn ltstatinucnt ondint on lb hi
inli oh von poi mi1hin fleet hi in 010 md Oil oditod hr slot hoots

62



II In nat ion Mr We ili nUn Pr hen it of Do itt 41 010 th it imoun

11 105 In addition ill We coned tahul ion of hi it and nefit the qi al Inc to tt

plo to In onuit ohl .m4 ofoitlu
pc

on hem edt etoit Wot Detrnhei dl OlE

Mis Ailno oODa od II pan iei 1n II DC PEP hu than ti DII Ftc SEPT

hot aed nod toe Co OW II erred Co ati Ph DC PP oil it iton 15 lv kIlno 0Th and

II unli 101 in Cohn ti1 tcd in footno iii los

Th in ed cc ttia to opt tieil inn non oath ad on fitndcd Dole Ed 010 oi P1 node

wh oh ft rod aunt dh th itt nal ennn ho io fill poilt in no 0101 nn tI pits

in iment op
In

illi
tin CO 01 Rh postion the olin al ni 0103 IC itc du it Oil

110 in thU or itlCot tqi colly no lkf ted Comp tin Plan cabin aso di din ID ut

epo di 010 in ohm oh in Benefit ad the on Qualified II fci Cni pun
iii thto 10 010

in hiano lola the bent ft lay hI undo ih 01111 pcn Ion ilan DII HP II P1 nd Dt for oi 1I olin

Photo lien do cc tijo ituei

is All oil 1001 enatl an md 4010 no chmn onir huno qosit ott mit to at ihet hi lo
eietstsh noi 01 at ofh stS dot eeornpoltd is it at cc dma0 it dl 00

in 10 itf

41 Ittihroy UT Oi on at cm cc note Si

121 ipplo nt 1401 hI match

401k atol

10010 us Id in tot nun 111

00 Ret ho on nt of ansi clot sOon ft

14 upl It ml irtd isonu nt cots shut

20 91 nppl it hi
01kn th

10 onpan 41 noi boon olin

OO Re thrnothn of ran It iti poprtoti 00

/10 pplemeni at cis too ibu ion

00 31 uoploin 140100 tot

11021 40l0rn to

tO omp ci nilomeln
00 Htomb eme roth oss Ito otuln ition

351 1111 It itt 5050 onotrilnit mi

jl Ia AIo 20 07a8 PR ootnba non

4424 tpplt moOt 40RH 01 arch

4011 mate

303 Corop II id fin inc al 0000 olin

300 ltnrnbu no pci 51 lx id Ut pro pal stion Ii

010 130386 DC Li cant ihutson

3.04 Ssppl 14010 both
11 401i11 as lIt

10 092 on pal id finoos ia

00 hat to cot of pa nIt 1411 ep.n 1101 Ri

009 Iii SI HP ati ihutioi

111096 Suppl mental 4011k match

110 401k 101

63 ot pa pail in mci cot clii

00 Rcunih omit of oils sell npiop iaUoi ía

14 31 ad Oil Sopplom mt 4011 sm

flO 400 aft

10 94i Co ny paid IntO on itt

00 ft taboo ineni of po It tin son

__
643 uppi entat ti in of coit tuba

63



/nn
lt_

011 13 IS DI LED coo La flon

31 ml LInpplc 4010 to ItO

119 Ion ii 111 count co ubDiont cc loon ot

II .02o 40l1 nu

1080 or p101 II tin tt 110 iIto

.10 it lIt ct .lt otl 0101 St tootnolt

4Th mInol 1012 oosl Ox tco pOp no he

010 07 DL contohonon

301441 plc to old 101 On 44eh

20444 ppit nt Ofl Itd cnt loot ihot oi St ho LI

11 115 01101 110

10 11 ntpaa rd ho net lcouu OF
00cm 01 on at too 110 to

10 hrolto 01 01110011 cLI jYflOttOflht

044 41 DI 11 P000110010

102 01110 0Th

10004 tppleoo ott 01.0 It
730 Itt 11cc mont it U11o1 tooL 44

0710 Coo 011 Od to01 eoI oil oil

6101
1111

Ic nal or tftn 11 ontt Don cc oot bIt

Pt tinhot lot 01 p0 001111 toll prep ci

.R P01111 It 3Jl Rlocotton xoe 01 dola Oct nofootno oJO
123 IC cool dmlioo

tO 0tktmLc1
06 Co 101 oth4hotj not 10

41 Cm id nodal coo

Wed WI 80 oniloc oil tmpo it

110 4010100
400 011 Ion cal 010 hno

00 tht 10011 or t00hlIl it pit to lie

2111 378 uppit efltnl 010 nm nch

1St kr tI oolotopai 01 II

11 021 4011 Old

00 itt pod 11 Co 110
800 10 ho etoett oi ertql itotu 1101 Ito It

inc aud Felt 00 It tholion

2019 PsI p1 lo minI iOlOt

14a nib eolCooponx Ii
Ii O2a 11100 Ieh

01103 fit Itt Oct 01.1 tlt

.440 Remlo to pm -cur
pt ott Ii

081 1111t oII 110 col on button

to rn--it 110 1w nO lb Co 111001 teu0 mpotcd Or Lot ot he tttt 1440
10 rod In 0t In it lctr 44 0ro

Fom ntdotn CatO tOVpOtfl tcott flirt 41 tlltn he tIe tmplovcltc tin

in 411 .1 11 nO In to tot the if 01 ott ellen of It lFtlht oil oil Thor appi 0U LI
oh tOt pci cn-o 0cc otlt om on to at ci Ii 1010 p01 Ic coop tny ono

Ic ott 2011

it 11 hint In Jo 1.2007 Me.s OP arci W-llo5 art lttthle to Co o-thottoo to thOr

10111 01 10 ho Iet 1r oplod oma to 0001 ntpmnnltcdbl lb 14 IF 11111 Co It hon

11 IltU otlotnbi 01 hn tOo i-c hi -c pi1 moot orIdtttmt tCo 90 tton ol

3% olht.e In cc of the II bmt

no 41 41 ill tot Oflt 444 Ii 2011 01110 it In tn Icte pottlnd lot \Jt Ilti in loth iii 720 lo

o-tll ofl ci In bo of cc cIt cc Ic no oo lo in cod and 890968 On

0Th 11010 0011 el tci toOt ieloe lOon

64



The followin tabtc tnd nato footnotec p1 oudc 1Mm mation with to aid to the pot nti ii

cash iwa that mi lit hay he ne od durn Oil under Ui One he Ti nthe lOhi am

nd ith poet to ii PSU Lock oplion 1150 awarded to th named cutivo offieei

do in Oil The amount that wet earned undt the One Henh tcentn-e 41
in dining

2011 hy then in nUt office ain et to thin Colon of Il-i umu cry Comp ii ation

fable

sf1 it

AIUhT1

tim to Pc till Un it dPo ii
All titer pt in 1te

toil .t oi Fcc

iyont Fnd ayotit haul qrdt anl lu

oi-Fna tacit Vt Fqui cti oath of ti of tok
P1 nAw rd Pita waid

Jit al of it ad

Thrc Ma hit.- tot-i or lyl ig ptioi Option

rtt bid Tirg nit hold Icc minI 1/ it Cplio ts ira
ii

tot t_ $5 1$/hI 31

hi let IrS II hi it 04

326 2/2011 c428 1079 044191 269 17 2i 43001 101w uo0

011 on 581 37p40 33100 It a4 91
II AlIen

ci
04/ 2/2011 91 40 016 991 629 178 iSO 50 ll2 1220700

I1\4 Int 02/20111 60 06 9988 11 780 19 iO 14 al2 900 96

ODi ti oIl t9 19410 725 14.3 018 290 iOleS SUP 10004

LB Will 0714/ oiil 31 143 34101 70 441 titan 31300 71 .1 38291

Wit 001 2s1 l0 1.2 20003116 l0O 61 3J 19 19 172 ol _L4.20226

Ii All en pie nO rIo made ccci do rc it jib die Comp uii toci hold pproi In onus Fin It It

inC Ii hi iqa sac lie nit Duet 085 ret coRd oh nit and h.R Ii din Cab an ant

to up .list in Cohn in

Ii pt In \li Bhihrey unit nod Will ap the mon -hown oh tin hi di an tpi
Ii

tl re hol ii get and na mmii poa oil mount lb cm hi ha ir Ca able h- ed cii lb One Ifri lit tao tire

Ho in he appi ed In th in c04i of gei in clii ci 01 Io Mr Ililhi the not howa

Column or ott hi old to
itot

md nil it atiil on ii tb-il twchc icc po chit

yd inib Chit II In tire Paign Ii tat ci owL appie
cd iii Fobin 011 and ik to tat lii

04101 in Mi 1111 mien cut ii jib hi p1
onietio to Ci Fe hi the mi tint in Colnni

Ii nd 0i oie.l nt ik tInt old Ii iM and rn inc lot dial niotmi th naitlit he api 7ahl cc

tIn lie she5 kin Pro C--tm to ci meal ppi in clii no -s 201 md It toi Mt me nit ippi cv

ept ih 2011 nI on Pu it romoti iii to ben ci Pro dent hit tot tI OfOcei Mi Iheg the

-lot in coin tin hi di and iqi -cat ik tIn eth Id to it
ad iwo nIl- In ioual th it aiiithl

vc In ya6i ho -cd cii 11 Oi UN ci It entit Pi ogrot to app ired to Jo ie Oil en hi hit All th

onto at boa in fol wnn 04 and ha npoi ecen ed in 2011 and ci ide the
ills

uI 30

odIn nil to flit ill anal chic

lb th hold an cnn ii monni tb smild as bc pa iDe had the Thai ni coio ci ccl et
1-

lb in 12 tin bib 10 and all dual 1101
Ic ni ace cc hc 1005 cli ill In hr rn ma

ii 01 at oilt the blithe ma ayabl Ii ii mwn Scot en 11 motn

it th p1w ol Mr llilhrc di nnnit ci Intl cciii in olni tad hi i0 oenl foi th

011 201 tI at at-c ci rio ad lb the 101 oF 11 WalIni fo tic 2011 au tii am 1i -diluted

enip meat tI 010 2012 mid hi 009 2011 pe rlenn cc ci cI hI 1Db 15 1k iii mhel of nail
pi

in

olnain fi 1g and iaeluck -iwir loin i-i2011 ITS is ider upon pt
oniottol to Cl

Mi 2011 a- hi-ant nba Iii Btltnq spioioti oat cc 133a0 nml Li the V0t31 cif ncr citlc 10770

it lot 010 O12 1uIol mc icc tad 04 20 nail hi Ui 009 Oil pct tounc ct-rio

La iii 81 pie cit tht value a1 one Ui colon onme block II naihc of 085 c-tried lot II 2011 013

tIoim-ci ycl
1111 pend poii -ahi at au the thOu ttn Ui Ic

eeeat id-i in 01 so hit ia-tacit1 Pc leap iOS oltbe nq sol

35



Tb ttcayttar coiripoo.a ci a.ls no growth in di ss ted arai.ngs per sit arecit tired measured .agnst aa intern at target
1.2 88 of fh.e target wa.rd anti

tin.1 growth in di osterl earnings per share-d tact Incas ccred against an torn target the each year at tis

tisi it 55 pukoassna cvcic of ths loge sssrdpci

mc at ins iP he as sth in era oft he nasa ins oransea at si the catschi eon of tot hi cc Sr

pci loins ircc hc oaTh it isO ippros hc rats lot tht in ml ci id ted ii niags ix ate dii aced amP ma
fist hc nosing of use 0f lx cc ais in lbs

pc
if as act \Ic hc issi las ins cia si show Ia Caluma

tlrdiiintt2 _.rsh.i paiab1e tof isdh-iovciasefst of f-he fbI eu olcfieviul of perfot0taiiee ott one of thi tbatditsirifd fish

maxim as award 115 hcwa fIal ma Is is ilse tins iie of us ct-cs pava is hr chievem ai cd the asaxira as level of
pertist-cn ancct ass all ia etrics

ttar Mr liii hrey the act in her of PS Ui Ois iisad for asses ccl sssad iii 201 fist fIsk 201 02112 pert brasaace cyci
cs

will depend

piiri rosa its iICI5 cv cci agai rh asuctri cu en f-nh isis ed usc th ot phrf hrasaa cc cycle as disc tssed the Co as paayh 201 proxy
st-a temems Else ms asber fi5 earned hr llse 2009-2.0 perfhras ance cycle was ha sed upats results descrdsed in tise

tnspea scion Ii Sc assets at ci Its ma

Mint icteiassafla leg udm5 Uhf tad lht 21111 isa ads can ut found in the Consist as stic Umsct sian tad lii dssms

cad lhc GaUl ding qmats ida ihuc

\\slh list exccpat ifMr IS sihntr isaac at Usc iii sscd secnasc atoll isa tcncd othei clock irds ma 201
Mt Walliek-\71se joihcid fife tiasisaiiy in fdhe 20111 deceived ESUs lo repined doinpens ioss thrihited at isis prior

employer

si hc asiashcm of opt sans isa di ich snsc cxc rusts attic aa Cc isi hats 22 2011 ss as to gel ad is Oat half of he
cxc em cit long ft as maceat is tat

gc pet ant igc last Isis or hc 20 sac ii si dss dc rise 131 cdt Srlsac sal oe

of 895 fai ith apaon hi Ft ick Scholes tOut is mcd ass list $8 12 cxc rtts proc tot ihesc options dctt imsned as

thc closing icc lie Nc Vat It Stat ati sac oil Sc ompans mans Mock en hc maid dat

lali scy 22 2011 hr icia ii auashi at aplsasss is ads ha sic bans list
stgc list hasci an thc catcuttac

Pt ioiasane cm sits loan fat 201 Sc options inns dc to Ms ilsihi as aa Maa IS 2011 and to Mt Waiting ass

Jsihki4.2i1i1 had tdBthek-Seholes value tif $10.30 and $10.32 ihr8ach optidb ieapeeth1did

Al apt otis asvarde ci hy the Coos isy avea teis -yea teras is.d vest 258 ti-ic re isseats over flair years Unvested

op ti cuss are thrfhi ted if 15 cx costive lermssiss tes his or i-tar eai pl ovtsstc ist tin e.ss the terasi cia ti tin is uc-t to the exee ativeh

deatis Old tAil ily or retivdssiant itt svhi Os nabtef
aptiemss grais ted -prior ln April 282-01 eOistissU 0-to- vast a-hd

exerei sa hie fhd live-
ycco to Id ltiwhsg t-erissindti nis and ii option granfdd ca-i or after April 28 -201.-i -vesi iasisscd

ilately

ro1 a-i-c cs xereisah c-for ye or i-Is ree years epeissl ag el-i tise teen aisti cois dittos of -flits grO itt iislleivissg- tevisshiatiais

Uplo as 5i ccitt din tat mc at cclii issi at icc piai si 51st upon tist nat she at full cdt ad manlh sac kcd iti th 1t

In to osessi of ch
sagi ia coasi ol opaons ft

asic ci jstioi to Apt 28 2011 aalans cUt ally suet ipan thc Us stsgc ia

coat in api ion gs sistc an ai tel Api ii 28 2011 tutoas itit ails at at tin less go Alying it pitt mont cia ard

it ass los cat stassdi if ci fist tagc in coal ai in xis ich us opt teas still seat in ccc ordace sail hi
arigsts

ci ol usg
schc dtdc Wrrho the tao

pt
nod loliass sU rage at oat tel NOt las sail it et caimudi itt if the xetnlis Cs

to plea nien is ci asia it ii thea inst as thc cal is cc eiga fat oat Ft asaa is dc fiat in chc 15F15 IA

option may isa egercised La fec tUnis the option axpi rati tin date

Mtsris iiifddriatiisis regtoding stack apticths -and the 2011 n-wards ears he lhmsd its-the- Censpe-asaltai-i Didditaciest Osd
Aaaivsih add t1ie- GtitthaediifiEqiiitseAdcuidu table lstcihisr

fst his elton pit at ist ttsc exes list ice foi ida option srd mcd apats the ossag pncc of the ensp my Coassssaa

Sttsck aa tlso New York Si-eck Exchange or use asvasd date shiiwa its Column hI
--

71 eiuaus
jut at thc igpcg 5k in sic fat dot tiflisc tart ct aamhi of 55 icpart din nss 1st

grass I-c liii valuct of R513 ow rils repisrreci in Cisimmi i-i Ii and its sttick tipti Oii5 ropisrtctd in Cu mis as de terasi ised

in aectird rice vi Is Ni nan cia Accost isis
isg

Staa ii ard 13 isa ci Arena at ilg Stats rds Cad ill cation Tepie .t The
515-5 mnra- ass a-

as-ta a-fe-c ictits is ilsese tinsel-i ists are set Arid-i in NSsie Ii to us Ceaspany Cais solid ateci Fits aiseini

Statc as el-i in titles ti-or 211 Ass ru Rescsct tct Steelcisel ders its a-t
ceoa-ipaisles iisis proxy- statemeat

is .result of iris resig-aadon Mr Wee ferihited
nisy .-award that -tssiglst Is ave lice-n earned doriisg 201.1 tinder .the Uric

e.rslsey Ilacen U.vs-s i.iregrn in aisd the FS1J ass stock
optieis awards istetl above

6-6



Option Awards cli an

Nant

J35

li

HP lfoio

ci
Mr oh

tlay

quity
Ii

In
at

km rot mh p0 umb of

ccuflte CU lie ecu ill

deil4n It ing rid xtrn
In ct Une ci Un

pt pt on Une

Opt
eel aOl ci able

Cd

712
11 310

99
842o

7S .1 09

10700
750

37
oO6a

17

472
30941 10.314

1o700

800

18 00

1480 13 4o

15

306
eroa

900

190
16900
75 11 78

iS

32 304

21780 317
872 99

84 191 90

.W Urn 713

jWe.t

yA

he following He id mfoi mL laon irdin une cd toe option mc un tel to

aw rd held our named ecuti co 1k of Dec tithe 31 011 All alue in th hble

based mark ho for our Common tock of 6L78 hit do ing of ou Common Stock

on cc ibe30 011 the idmg of 201 tepoited the Yolk tock ch

tA
so

quit qit

Ieenl cni

Ibm
trdc 14

tt be Miki
lid if to

tue tflue

oh cc hac in

01 it 01 ret

nt hi ilicor

of lii

ock hat

hat ae lit

litNo ot Ia ot

tol td

Cd mu Iv lb ougb of by vilio .bo to irdo med cu pvc offi ndoi di

Iii cidi\o II 11 P9 opticli OWO cletoI of 2o/ on n_I film Ii oul iii cis us of th Id

ic to to li-u ilb of hant nco4ioi ii ids to cdp toApnI2 oIl \s id ii

ptio

pu On
IS Ic

Ifj

.4 /1101
aT 021

3926 00
94 02/16/2019

12 01

.6 04 01

aO /15/ 0113

61 02/ iPOl

1.4 02/ 1v20

.26 02/22/ 020

4489 /11/2019

.3 /12/2018

41.64 /05/2017

54.6 04/2 017
.i o6 07/113/2016

114 /0l
89.26 /O

89 /16/20

So 0/12/ 018

a4.6 04/ 017

/1 01

61 00 /1 /201

ol.42 02/21/

02/22/2020

34 02/16/2019

99 12/01 018

12 06/ 3/

he

if

ha

Fh

11

04
Vt

o000 30 91li
4170

.80381

21750
.3

.1

8087

18

7000

41
91300 l$xb Il 1485

10

ji

14
59 TB

16 610

10

58

1.127

1883
166 00

08

91

78



0110 1111 2011 ilt 11 siilci if

fi ilIflilicilpi lot oni id totuul tOOdiogol II liecH ii

01 ci Il 000 01i 1001 of nipio iLl ted noO ii 10 hI ci ohm sI option ni

oiled ci io Ill 1i0 oucH CI 100 Oh 01 dl dl lit whoh
p1 on lii Oiilllw .ih do

1111 hei .ooi oil Ion1oopi 101011 ii OOIljio 101 lmmdlalclviwtlR ol ssnid rnltR ii oft

zIp di opt ho mp1o\ ic it mono din to RI Fl 1111 ut oh or dis hdiR no o\rC ted

000ni 11 ip to oc ni cOon hole vl hIm ofth ru otto tinnhli dion oui rnpiopi

0i ii 0001 ii yni of 11 001001 pto Ri upon ii ho ollull tIc odrn months 11111111 tha

to llliStii.00 Or loOm Ill ii 1111 000 01 fit lo 11 oiotlir ft 10 coOn th

liihou nod Hi 01 top 111101 vU oliO to ipl ill 111110 0001 if iii 011 1110

oil eOru 1111 lOne 101 if Ii ilOhl 1100 11 iiioi offici OlOLl 110 ii Ii hot

ci iuilovmenl tiroi fom oii otlo tI Eoi 001 to ooi Hi son hi ul livi ill ho oligmta Ii

ill Od vs oph mid pior it t.oi oihi hi 120 lid stod 0fl00 hutch an thi Ii if 01 limo mni

emaIl htr 111 od 120 di Iilhm in mt option in Il hi tic ciIi 11 IR iii

10 Hobbs oh iil om slId il inn icC ciui cd thi 10000020 it iii 011 lih00tmidt fcaim ot di

00 o.tm

Oiao edo It 011 1010 Pill 011 dl nih olhl lie IoIlo in ihIc mu ides 1110101 i0i aol

rpcttoOoilaolnhuh lecupoot llidulaIial uhja loroniloico lIOtlilOtlbr eLi 10101

thati
ii

11 11111 aol Lion th 0110 101110 00 hU ocoli 0111 in iii of 00 lo.mni 10

Li 110 io tin

--
ri fM -l

lb/I 1011 061 /0121 673
06/I4O 67f

.01/14/0 74
l0u/14/0IoI

0./I 01 Oo18 UI H818 --

Oo18 19

Ool 014 1/8 --

P/i 012 17.lt

01 OIl 0//0 oI7 663 1036 12193

0tOI Is 1266 1069 124
iQ/Oi 01 i3 103 J94

lo Olo 13 1261 069 994
010 3OI 21 78 1214 Il 13

Ut 2220H 1310 17882 12141 IL
00 014 11 17 .14 1081

P/I/lOGO lo /1 Ot 16i 1014 890

jo/l/ Ut 24 13 2364 Iii 90

120 /200 11412201 293i

0/ /2008 10 rn 909 10314 .03

1788j 1049 sJ 9o
41 Lid In ii or liv btlh 10010 It 100 11100 Id 21 so odod line 00111 lOok 003 101 00 110

LI Id fbi the mollno wit tood on Fohru 17 nod
111111 od sto

1100 11 003 ill ioU mit ill 20 101 Jo 11 01 jo Mi 11 lImo ol ono idoth 11.10000 of

RS1j- ninri on II jIm 102011 11 ill loom it oIl urn Jul14 20
Juno 14 Old 100 01 of Juno 011

ol ii non 01101 ins liii iiii thu ho potted ii oh inn in th .Cl 78 Ii in pooL pa h.i of ii

toolnirSiodtoa ihc rlPod Ii wioo DIe nih odD OIl He 111L od o12lll 011010

11101 di Rot 1140 idi lId ql limit rough ah 31 201 in ho hbt In moE oh mu if At utah

di od orl II 1ynd ii no 01 10

01 Jo id noned aoi oIl th 010111001 olno 011 th 01 111011 onmhc of 11 11001 ii pos 10
liii 01 201 Of0 00111110 lIi llooa pnon o1 Or liii th ot unit niti iti tolti 101111 fly

10 11111111 10111 141 1hhlli p0011 lb 20I0012 p11101w 10 021 Ito don1 to to Ic iii

Ic onn poe Let it idiiii III fn hoth
jIoforill iO it oa iOU 1011100 2i0/r nIh Ih

PhI eantr if ins umlI In di Leiwinid the ofcch cifo in on eli id he ft tIm

on th ic lied on In oh

thono 00100 the ol ILL npolo do ohm Ill ii in 61 in pno po ho if oniG Sto

on tic \ii to oh 03 roIl canhoi 31 2011 dii to din of 20

68



Sock iitionA ids

Ni roSa Inc ail a1 alit

ow Ii ed ii
all

ci oiVctn

-- L-

II thi ii

ci fib 100 l9008r4 3808 291
37 7o1338

Ft Aifono 2611 1613o

\4 ul 017 1.31 93 73t 109 14
30

Li 0th 10 000 216 021 143.1

R%nim
LJ\\eL 630 969

--

Ve

be follox it hi and plnn to footnote pi
ovide unfor tion pith it ci to amount paid lo

01 received by am named ecuti ofliu do in Oil nit ofthc ci ci of Lock option

the Vt sun of to Ic c\\ it ci

Th lint box oìn cclii bin ie itt tb ii inhe if lock opt on cia Lb ied nfl cci is

dunnh 01 ad Colon it lop ci it value flit jim of cxci ci of he co pus clii od th

eicisc jo pmd Mi Wi unployi ciii ii nii ntproi him nh ii liii options

fo
ii petit

oft dpc folloxi in Ii ion

tim howi ii ohio ii It include no nh of cm ned the 009 01 pe- foi In nec ci th It tdc ci

in Diet nbc 31 2011 is deL nomed flit Co iRe- nUt ofidi i3dhn dc ten tunod b1 uh mdci cod it

inemb of our Do The nit ofthc 003 2011 paLo nine cycle th ided Iki ether 31 alt exoc ded thc

ft I-f nbli hod ci ti at of the ii tnt do Thc ox ai clod in ohmm Id efleot pm at

.t19 /5fcofta get Mi llilbic3Is.13ubntdMu.OD leetediod ft pvm otofthc cc ad d.c ihod

lielox Mi Alfon caved 01 me tin omnion toe foi xx in lain 201 to ci cc ni the to in

ofiho Ii cc wit hi op cot ou hue ofot ci non Stock mcd in Co 1.ii tie elosin

p1 clint Coinoiot to on hr halt loU onbe on Dcci ml ci 30 0011 flit hi Ut din dy of2OI

in Mr hilt andt hicl oh inn diii ocluid flit inN of lb tic rd 011 fit ifp hi

nv lb xv id ol bed in morc deli in thu loUt not itt to

13 li lid electvd Ia putt ion of ml 26.08 itd lie It hon ni It 2u03 01 PSI cy Ic 11w yos

nit iN hare im ncdioiely hfe to boo 04 as do odly med it xx ilhhuld nOun in

in rot Watt distribution ol 18 to lb no nuioth of it Il ued 2i 119 xxas it duecd hi ieqn

iihhoid ml nit in it lea of 50 on iv PiJhn del ccl lion those o0 iv II lit

pitt Er ic of it to tot oft ppli ho XC on his eit Lion Ii an icc fi oni the Co np in ii

to the gui -t
iii of Uon to oft flit

uP hiunii 17.011 62 1381 nsitcodtoMr Buiho1 inOO9xc ledMni ulhn cit dtodofei lOORoIthis

id.On th veiingdct oft at hF Mi Bi0ic to c-ed arch xouc of 44 hch eqm Pitt ii

di idood di os Id ix tic earn od hid hi lueic Common oo ste ol ii ml th xc hg nod

Mi iidhr otilied Lit iii josh roe ix ci Rn cc lii Ct tax ohli it on on th dO cd pot ii
of hi xv id

re-hf ii lea if iii 62t ha Bo ed 00 Bill ro defot al elect ion the xiii he 1td

of Comm ii xtoei net spplicahi La nit hi ml ion Ii cm ccxli horn it Cci tpmx hpod to thc

ic quit em of tan 409A of lb if

Oi Ji to3 2013 7n01 lixiaiddto iiiIhiei i00 xi IedMnlidh elected toe cciv liii doit

ito hs tic Coap nys ommon to ix ition Mi Biihu ned di co It vine to 140

huch sit eqnx IC itt dividend In cold hoe cc ho hold Common Sloe it ad do

69



the ceo tiop ri od tI 31 hrey utilized the e.t caSh rece cod at taos one iq i.da ted 1545 fiSt5 to rneet tax

old go li one roe citing in his recei.pt of 22 05 sIan rca of the Coni pony ci Coin 1000 Stock

hr doe oIl ho SPa iid to oi dcli id Mi 17 Ihi ii woo on hi doom piicc of ai wisp an go emmon
stuck coIl cxc c0ag talc llcquiu tix is ohhokiin5s is or dcdocu demo dl nu boom down It icticOs LIar dcc

of dii 17 ohio dizcr ox Mi lull dOt wh qol iko id di idcnds pix ihlu on thi FiSk ii sling in 2011

ii\1s 13
ii

ck el e.ctnd to dftr .1 OOSi of the oh ares pay ii t..o her ito in l.h 200 fI-2 01 PS 1.1 cycle The gioss iacna her of oh ores

15 ih to hii 1/ cal iii onion hy it
iiiiii

ii xiithholdmn0i oat Itoigm diP ii ii of 17 10 ohm Iii cd on hi

ikclioo liii si 17 ISo Psi xlii hi pod is oh iii 5dC ornoaoi Stock it ipphi diii xcii upon sipli 100 horn

Service Irons the Corn pony ci hj net Io the .reqd rm cots of fed ion 410 of l.he 1111

16 Cu Isoc no 2011 625 RS7 ndcd to 4ls Iluck 1021107 ii alec Ms cluck lii ad to dcli 100/ of ihm is ad On
hi iCiiig it itt of thi -r RSt Ms lbS ii iou ish p11111 ci 01S2 qqj whns ii omins dint to diudends th it

iseuld mxc hun 11 tied hid ski hi Id Urn ann stock mali id of PSI di
lint

tlic ii otto noit 13cc uohcd thi

is ill ceish .rede end alter l.axef to iil net tax oh potions on hctr nova rd rca citing ii eltoSa of all 025 ala ares Tb cccl ma

Ms iltpks eliot cat tled.i on these 025 fiSIJO will Sn paid as oh ares of Comm on Stock net ofS ppi icahl I.a.xns ton her

sop so it 1111 lions sot Ice how hr omp sn suhiect to thi eq oft menU of ii won 4094 of he flit olu nan It ii elk eta

too dcc of lb ohmic di foti hi Ms 13cc bc on lie oP
sini proc of the Cc asp ii 005nann SLot on dii

vetliiigddid and ihd5ash c3ui kat ot dividends paid on the liSPs

i7MSTiav aidcted io defer 1.0092 ofihe payahln 10 hiis from lhe 2009-203.1 St cycle. The gross aumher of

shins iy thie to ho 15 504 isis rcduced he uqrnicd ix isithi oldin noel ii gin dolor ii of 50l oh iris osi

on 51 nix di ho cci ioo toe 18 004 1a51 sid hi sid is oh iii of narnon SIc or of opphc shlc sxc in

Jaiiudif 2014

Pension Benefits

Each of the named executive officers with the exception of Mr ODay and Mr Walling is

participant in our tax-qualified delined he.nefit pension plan and is folly vested in his or her

hone uudc that plan Mt Iii tin Cv and Ms Bin sri eligible to partti ipate in ow non qu abbe

defined benefit Supplemental Exeentu Retu ment Fl in oi 113 S1RP as was Mi West pi tos to

his tet minatoon of mplos meni Ni bern fit is pay able undes the 113 SERF he executu offices

lit in in iter cmploy men pno to age or if he oi she dots not has live yeai of ers ice wt th thr

Company As of Ut temh 31 20t Mi Rilbi had alt sine agc oh is ith five ye ii of so ivicc

the ombinat ion of thc tax quahised md 113 SERF plans was designed to pi os ide henifit on

retirement at or after reaching age 60 based on joint and survivor annuity equal to 55% of final

ove age compensation for an ext cuttve office with 01 mm ye irs of sen ice reduced pro it

foi each ye ir of set vice undei 151 13th clove mu ai 2007 hi hene fit pay able und th

113 5f1J3f0 to an Uteculive olficer who was age SOos ovi as of January 2007 os re dntcd by

101 md thi benefit payable to in xecuus officet who had not at tamed sip 50 is of

January 2007 was induced by 20 Phi binefit pay ibli to Mi Bitbiex was rcduced by l0f md
thi hnefit pay abh to M5 13w to nd Mi West is tie ii disco by 20tc As esult of his

Ii mum stion Mo We lot feited his 113 5F131 benefit

vial as em age compens ution is calcul its as the sum of ij he avct ig of the Ii tghest thi cc

calendar years of base .saiary paid over the last fi.ve years of employment ivith the Company and

iii the average of the highest three annual incentive program awards for the last five years of

enoployment with time Company whether received or deferred The benefit accrued under the

DB SERF is payable upon retirement in lump smn life annuity with 50ff benefit continuation

to the pai tocmpanl smvn uig spon or syment an he defcm iecordanee with thc

sions of the Companys Del Cl ied Compensation P1 in Thi onip ion is equal to he actuao ml

pit sent slice ol th loint and sum vivoi pc nsion ned duct by he lump sum sal uc of thc

ne fits to he paid ndei thn tax qu shill cd dell no hi ni tot pension plan and the ihiam of the

cxi nut lvi Social Si curofi hi ni fits Ill hi cxci ntis officci tet no in ate mplovrni nt mftc agi 55

hut bend we 60 he hei refit is educed for ccii ly let ewe nt ml tat of SC per ye ii fin the pet cod

until the executive would h.ave turned 60
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The following table and explanatory fbotnotes provide information regarding the present value of

benefits accrued under the taxqua1i.fied defined benefit pension plan as applicable and the

113 SERF or CLEF for each named executive officer as olDeceniher 31 2011 The amounts shown

fbr the 113 SE1tF reflect the reduction for the present value of the benefits under the taxqualified

defined benefit pension plan and Social Security benefits

Pension Benefits
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rh Debt red Comp sation thu nd to cur the rood vill and loyalty of pi limp nt by

nahlin to defer coi ipen. tic tin pa hcipant deem it ft tal to do and

rot idin vc hide for the Co ii to pro ide on non-qu lifted ha cont ihution which

conic not he madc on the ticipant
hchalfto the ft nail 4011 The Compan credit the

fer ompcn ation Ian uith cific dj etcentag ofcompen ation fort itvo officei

pat ip tm in th non qinhfic DC ctFRl

Ou named uti offic nay le to left payment to ecu ed om the PB FRP
DC 51 RP LRP md the te Ret Ii onus Pi in well fJ and PSI wa but

not lock cption Ai iount delerred ii cdi to the pa ti ip nt account ide lb Defeired

Compe ton Plan Amount- de hi full elel nd ifihe pnid at fulnie te ii at

niinabon of employment dc ctc II th pnti tp it DP ER md LRP paymc nt

do tated fin doD ii in nih Defen ompei thon Plan not edit earned but are
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Payments at di trihuled ii lump or in nnual ii taflm nt br up to -ca All amount

hle ii lump ii follom in change in out ol All ole tion and pi mont unde Lb

Detci ed Compet alion Plan it ihj compliance ith ction 409 ofth hich tam

ii mt ci hon and
qni lay pay ni of bench in cc thin ci en nec

Whil for ed amou it ate iedited ith otional en ni ig if they etc tnt ted by the

ittcipa at in one oi mm invetn eni option amailahle undet the fetred ompens hon Plu

Dt in tment optio unde the trod om ion atton con of into ti it in hate of

oui ommon lock or in mutual fund oi other se ttn nt V. II. hi to particip nt out

401k Iho ticipant ccounL undet the Deft Conipen thou Ian 111 lo. dju od daily

up or dot pcndi ig upon pci foimance of Lii tnt tment option etc

Effo tmo Janum 700 he Inc edit dc felled ompen atio account of all

employee in mdi th med ecutn ofticet ito tIm amot nt unploy matchin

Co tr hution that ed lb limit tahh by ti IRS fbi ot tilbut on to the 401k Tb

at iou it ci edited the ft quarici fth yet altei tot ate can As ho the

lootnot to th mmar onipensation able he inninp on go the amount

do ated Supplcnienl al 40 mat Ii nd ii cinch All 0th Compen ation th

in hc sc at ount lfl hid in olunin oft ft Non ihfi Dofet

otnpen ation table in th ai at ned All of the nain cutise offic ro fill ted in the

uppic mental 01k nial Ii ci dit jie cnted and will bc id it future dat 01 at terniniatton

of nploy mc nt ci ed by the ofhcci

ffe tive Janna 2001 oh at crediting the defei red comp atiot ccount of all

employ hi on or ft Jan ia 2007 in luding Ii ibi named we ms to the

imou of co teti ement contribution tha ci ad the limit labli by tl IR toi

contubution the 401k Phe moi ii ii mc thUd th fir qui rt ofthe ci afi th

ate earned As ii in th foon ot to th ui iry Compen ion table th nrnoi nts .rc

do nat picnic nual Core Reli cmcnt Contribution nd ate inch ded 11 Othei

ompcn ml ion in the em ained fhe io nt al ic incluc ed in olu iii of the

Non ii liii dD fe eTC oinpens tion table in lb ear ained of Decemhot 011
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Contribution credit He is fully vested in this benefit and will receive payment fhr this benefit at

turmination of employment subject to the provisions of section 409A of the IRC

Mc as Alfooso Day md Willing ai eligible to pu ticipale in ow DC SERP part of the

DC Ic tied ompensat coi P1 an he DC SE PP pi ov Ides annual docations to the Defei med

ompensatmon Plan cqnal to pci centags of compe sotion dets mined by the Coinnuttec in its

so disci at ion In oz dci lo ices iv he annual DC SEP allocation on tXC cutive officem mu
deler in thc 401k the maximiun amount ollowccl by the Company or IRS and In he employed

on the last day of the plan year unless lie or she terminates employment while at least age 56
retires dies or becomes disabled After completing five years of service with the Company an

cxc cutive office is cstc in lOC mci menD haed on his or hei age An executive age 16 uh
five years of service is 10% vested and an executive age 56 with five years of service is 100%

it stcd Messi Alfonso Days md Walling annu ii DC SF HP allocation is equal to 12 5h of

basesalary and Ore Hershey incentive Program award ibr the calendar year whether paid or

dclii icd Mi Alfonso is 90t yeted in his DC SEP bent tit iviessis ODay and Walling are not

vested in any portion of their DC SERP benefit

hc lollonmg iNc sets foith information rd tOg to the activiD in thc Defined Compc nsalion

P1 in occeonts of the named cxc colt officem dui ing 2011 and thc aggi egate balance of tN
accounts as of December 31 2011
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mmccc chit Ic iOi ties tic dc isle em Mi 13db ct 2008 2010 Si ix mid toil it slid Dccc mhee 31 2010
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ii ci
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Fach ofour named executive officers was requiredtosign an Executive Confidentiality and
Restnctnre Covenant Agreement or ECRCA as condition to receiving long-term incentive

compensation awards such as thoptibfisiid
to not disclose ormisuse ourconfidential and proprietary Information or for period of12months
following tenninafton carry on any activities that eompete with our business

Termination of employment and change in control also impact PStJs RSUs ai4 stock opbon
awards we have made as well as benefits payable under our employee benefit plaæs

The following narrative takes each ternunation of employment situation -voluntary resignation
discharge for Cause death disability retirØàithitdiiŁhärge without Cause andrŁsigiiatidæ fOr

GoedReaotr-aMa ehanjin control of theCdinpany and dØscribestheadditional amottS1f
any that the Company would pay or provide to Messrs Bilbrey Alfonso ODay and Walliiiflhd

MsButkor theirbeneficiaries as result Thenarrative belowandthe amounts shownreflect
certait assumptiouswc havemade iæaccordstewith SEC rules These assumptions arethat the

termination of employment or change in control occurred on DSeniber312tY11Łjj4 thÆtthE
valueofa shareofour Common Stockon thatdaywas $61.78 the closingprice onthe New York
Stock Exchange on December 30 2011 the last trading day of 2011

lii addition in keeping with SEC rules the following narrative and amounts do not indUde

payments and bene enhanced bythe termination of employment or change in

control These payments and benefits include

Benefits accrued under the Companys broad-based tax-qualified 40k and tax-qualified

defined benefit pension pJan

Accrued vacation pay health plan continuation and other similar amounts payable when
employment terminates under programs generally applicable tothØ Conipanys salaried

employees

Supplemental 401k match provided to the named executive officers Onthe same basis as
all other employees eligible for Supplemental 401k match
Vested benefits acued held under the

Deferred Compensation Plan as described above beginning on pages 70 and 73 and

Stk optioæswliibh havevssted andbØthme exerSableprlor to telinination

einjiloythentwlthatigin control

The payments and benefits described in the five bullet points above are referred to in the

following discussion as the executive officers vested benefits

Vol untwy Resignation

We are not obligated to pay amounts over and abovevestedbeneflja to named executive officer

who voluntarilyrosigns.Vested stock options may not be exercised after the named exeºutive
officers resignation date unless the officer is age 55 or older as described in Treatment of Stock

Options upon Retirement Death or Disability below

Discharge for Cause

If we terminate named executive officers employment for Cause we are not obligated to pay the

offIcer any amounts over and above the yested benefits The named Mxecutiveomcersright.to
exercise vestedoptiontepinsupondischarge for Cau$CtaDdafliOuntsotl ierwise payable under
the DB SEIWare subject to Thrfeiture at thGompanys dlsoretion In gçes1 discharge wiThbe
for Cause lithe eecutivehaintentioiallyfaiJe4 pnform his or her duties orehgaged in illegal
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in tteri di hon or iolat on of ompany policie jIb action not in the he intui

of th Compan ill ground fot di cha gt tot Can

Dec lb Di ability

lien cutivi office die and ha not met thu tin lqutrem nt to eligible tore eu

Ii horn the UB NP fit paid Mi Bilhiey is ful1 vest din his DII SERF

nufiL of Decembe Ofl

tn urn monthll lo Ici disability nefit of $3000 ould bu ovided for Mr 8db

and 000 for ill other rnd ecutne die in the nt of long term di ability ong term

di iii lit benefit ie pa able ti LC 6i Ion teun di ability benefit are off et by olhu

mit uch ocial urity The moxnnn amount of th montl ly term di abdit

pipn nt from 11 ou es umng long ten diability Decen her 31 2011 is set forth the

hi beli he additional it nip urn DI ERP imount that would be pa able for Biih

cid ucl 60 attribut ble to ye trn and nefit vice edit dudn the dis bilit

pcnod fo th DB FRP if the execut ye di ability sta ted on December31 2011 is ho iion

the hit ielow Ii Alfo rti ipate in th Cl HP which pi ovides two additional cc of

ci edit ader ippro
foi lon leirn di ibilit benefit %I OD nd Wllin ar ligible for

the 5upr ntental 10 Retir ment 1onti ihution ii ould icc ii two additional ye of

ii ppl muntil oi to emc at Contribution ciedit aft approval fo long te in di ability

henefi Won 0Th tad Wallinc paiticipat in the DC SERF which proiidi t\

iddihonal ar of ci edit alt pp it fo lonp-te in di ahiht nefits Tho auto tnt arch ted

in he table belo

H-

--

in sb ye fit

nsm
Maiu 138

Tot lofPayni nt CSE
ttlM tstAe8 oAe6

Bilbr 000 month 02 000 85007

It Alfon o000 10 yeai mouth 31 0000 426
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not vested at the time of retirement death or disability will continue to vest throughout the

livevear period following retirement death or disability according to the original vesting schedule

established at the grant date Subsequent option awards in 2W that are not vested at the time of

relare/ment death or disability will vest in full and the options will remain exercisable for period
of three years Ibllowing termination Options granted in the year of retirement are prorated based

upon the number of hill calendar months worked in fhat year

Name

Stock Options

Number VaLue2

follo no 11 tThci of un oc optio fI ccc 01 tha

woul ehecrn .tcd ni nnn usafle dunt lb thn eti pwiod
folio ia ill hilt 01 tuncr if ppbe 11 on Pet ill Oil md ne of

lit oi toi ntlec ofth lii ni kI Inc ofori ommc to in
Dcc he 01 etlaotio ce pnce ilh -md fbi eic dire nt

tIhl 01 ccnhe

.1 68 040
iOn I934o 202910

aS
la 3n90 o91642
all 109

Tottd till 01 bttt of 0.es ted optio as as o.f Dccciii he irS. 201

Di fit act huts Sb 78 cloi 05 iCc mi on isiiion $tocic on Dccc 0110 Sb Still thc tot iffio it of 101 md
exerci

0f
for each op ti on Opt-ioa 10cc vested n-toy

he exercised at any ate art ng the bce or three years based

upon lEt prox i.oons of hc in dlii oploynic iii lii into then dot tort launient titet 5r dc cth or dis thou hot

not itt lii tO tlic Opt ion flpii itt 0i dii
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eligible to exercise all vested stock opttoos and prorated portion of his or her unvested stock

options held oo the date of separation from service tbr period ol 120 days following separation if

the executive officer is age 55 or older and his or her employment is terminated for reasons other

than fbr Cause or if the executive terminates fhr Good Reason the executive will he cntjtled to

exercise provided any vesting requirement has heen satisfied as of the date of exercise any

outstanding stock options until the earlier of five or three years hased on the provisions of the

individual granuii from the date of terininaiAon or the expiration of the options In addition if an

executive officers employment is terminated fhr reasons other than for Cause or if the executive

officer terminates for Good Reason the executive will receive payment for prorated portion of

any unvested RSUs held on the date of separation from service

The following table susnn.arizes the amount of severance benefits that would be payahie to the

named executive officer had his or her employment terminated on December 31 2011.1 under

circus si incc cut itbng the officet to sei ciam hc nc his as dt sci bc ahoc

One Hershey
1nentive Progs am tine of Beiefits

8aiay at Target Ciontinuationw Total

Name
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ot tarn me nih ecuibe 31 20 551111 15 iloc pi Ptd en Sf1 78 one losing price
of our common Stock on

the hen oik iodc Ftd core oi Deeenhe 10 2011

ii hcfle oft the tIne of on ud option diii noulel se si iijo 10 chins io eonh of ht ed on the cm if any of the due

of ow ire son St xl ofttil iS ot lee mhei tO 701 fbi h1t idm0 do ol 0l the cue icise price ID the

option lnfoi Thon ie xl inst sled optic of Di esnihe Ii 20t en he fo md in the QuId inding qwty

Aatdst.ahie ...

i4i HelloeD be line of ise sted aht and fhe conned esh ciedit thi \t 3d test upnna eli inge in control htsed ot

the totfi d.oli of ciuiCosiimbhStecelk of s61.s oo Iideidihheh 3ID2Otl tho laf fafid gddk Of 20111 Thd dOomed cash
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Awards table
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BPP It \Ii tldbit is toll slid ni UP 51 lIP he oc hi so on eddit ion il benefit is uppin diD or Mi Alfonso the

am eioi -f in elsie es 111cc sti of It is DC hERD hone lit Ms nc IC th antoon includes ih.e vesting of lie-c DII SEEP
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..

DischuiRu Not thr Cause or Resignat ion for Good Reason after Change in Control

the named executove ofhcers employment is terminated by the Company without Cause or by

the executive for Good Reason within two years after change in control we pay severance

benefits to assist the executive in transittoning to new employment Good Reason for this purpose

inc ins tm nut ton of he xc cut cs posi teon ant hon huh 01 sporisihil tie ii action in

hae sal at fu Inn to pa cut cut conipensation ot lo toni inuc in efft ct shoi and long tel

compensaflon and mplo ec md tue ment benefit 01 the Lath to fund grantoi list to

support payment of amounts under the EJPP SA The severance benefits undccr the EBPP 3A for

termination aft-er change in control as of December Si 2011consist of

lump tutu cash rytnent equ il to two tot if lt ss lbs numbem of full and fractional ycat

fyom the date o-f tertuination to the executives 5tli birthday hut not less than one- times

he 0cc cub ccs xsc ilary cud he higlu 51 anmial inccnttve pi ogram tyinent ud or

payablc duimp the three ycars prcceding the yeal of the cli inge tn conhol hut not less

than the annual incentive program target for the year of the change in control

or eplacemeni in ird0 club ng to ats tu gi anled on oi iltet April28 2011 cash

payment equal to the PSU ass ard foi he perfoi mane cyclc ending in the ye ii of the

change in control at the greater of target or actual performance through the date of the

changt in control with each PSF valued at the htghcst closing price for our Common
Stock during I-h 60 days prior to the change in control

For replaeenietnt awards relating to awards granted on or after April 28 2011 full

vesting of outstanding PSI awards that are in the second year of the performance cycle

at the time of the change in control and prorating of outstanding PSI awards t-hat are in

the first year of the perfhrmance cycle at the time of the change in control

ouf inuatmeim elf nicoie elI mcI ci lie hcne fi ft foi 24 months Km it lets the numbei of

months until the executive attains age 615 hot not less than 12 months or payment of

the value el-f such henefits if continuation is- riot permitted under the terms ofthtt

appl icahi p1 in

Outplace mert servues up to sdb 000 and rcunhin se mcnt fot financial counseling and tax

preparation se-rvices thr two years
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How does the Board of Directors recommend that vote

The Board of Directors unanimously recommends that stockholders

vote FOR Proposal Nc the advisory resolution approving the

compensation of the Companys named executive officers as

described io this proxy statement

SECTION 16a BENEJi ICIAL OWNERSHIP REPORTING COMPLIANCE

What is section 16a of the Securities Exchange Act of J934

ci ion 61 of the he cw ii its Exchange Act of 1934 is amcnded rcqunc oar dii ctoi cxc cut ivi

officers and persons owning more than 10% of our outstanding Common Stock or Class Common

Stock to tile ieporfs with the SEC showmg their owneiship and changcs in ownership of Hci shey

securities I3ased solely on our examination of these reports and on written representations

provided to us it is our opinion that all reports for 2011 have been timely filed

CERTAIN TRANSACTIONS AND RELATIONSHIPS

What is being disclosed in this section9

SEC cc gulahons iequoe that we disclose any transaclion 01 seflea of simil ti ansuction since

the beginning of 2011 or any contemplated transactions in which the Company was or is to he

pm he ip tnt in nh ftc amount un olved cxc cd snd in wiuc any of thc followuig

persons had or will have direct or mdi reel material interest

Ow ducetois oi nominec Fm duc ctoi

Our executive officers

Persons owning more than 5% of any class of our outstanding voting securities or

The immediate family members of any of the persons identified in the preceding

three bullets

ftc SEC efe is to ftc se pea of ft ans ictions as elated pci sonIc anaactuom and to the pci sons

listed in th.e hulints as related persons The SEC is concerned about related person transactions

because such transactions if not properly monitored may present risks of conflicts of interest or

the appearance of conflicts of interest

Does the Company have policy to review approve or ratify related person

transactions

Our Board has adopted Related Person Transaction Policy that governs the review approval or

ratification of related person transactions Th.e Related Person Transaction Policy may be viewed

on the Companys website wwwthehcrsheycornpany.eom in the Investors section

Under our policy each related person transaction and any significant amendment or modification

to related person transaction must he reviewed and approved or ratified by conuuitteo of our

Board composed solely of independent directors who have no interest in the transaction We refer

to each such committee as Reviewing Committee The policy also permits the disinterested

nietnhers of the full Board to act as Reviewing Committee
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Did the Company engage in other transactions with the Milton Hershey School

Trust or its affiliates during 2011

During 2011 we engaged in transactions in the ordinary course of our business with Milton

Hershey School the Milton Hershey School Trust and companies owned hy the Milton Hershey

School Trust These transactions involved the sale or purchase of goods and services The

transactions were primarily with Hershey Entertainment Resorts Company company that is

wholly-owned by the Milton Hershey School Trust All sales and purchases were made on terms

and at prices we believe were generally available in the marketplace and were in amounts that

were not material to us or to the Milton lIershey School Trust Therefore they are not related

person transactions and did not have to be approved under our Related Person Transaction Policy

However because of our relationship with the Milton Hershey School Trust we have elected to

disclose the aggregate amounts of these transactions for your infhrmation In this regard

Our total salesto these entities in 2011 were approximately $1.5 million antI

Oui total pm cliact ti oin thc entities 2011 we approximatclx $3 million

We do not expect that the types of transactions or the amount of payments will change materially

in 2012

We made $200 000 conti ihuhon to the Ho shc Foundation in 2011 to soppoi hi

Hershey Story The Museum on Chocolate Avenue fhcility recently constructed by the

Foundation in Hershey iennsyivania to honor the life and legacy of our thunder Milton

Hershey To date we have contributed $800000 to the Foundation to support The Hershey Story

and may consider additional contrihtiois in 2012 and in suhsequent years based upon business

conditions existing at that time The Foundation was estahlished by Mr Hershey in 1935 to

pr O\ idc durational md cultui al benefit foi the csidc nts of 11cr she Phi oundation opc ati

cpai atelv from the Milton Het shey Sc hool Trust howevei it is govt mc hI hum of in tnagcr

ippointed by Hi shey Ti not Company as trustee for the trust cot rhhshcd by Mi Hem hc lo

benefit the Foundation from the membership of the hoard of directors of Fiershey Trust Company

James Mead an independent member of our hoard of Directors and an independent member of

lit boai din etors of Ho shi Ii u5t Comp iou thc hon of in agc of Miltoi Ic shc

ichool also member of the hoard of man igem sot the Foundation Mi Mc ad eceived no

compensation for his service on the board of managers of the Foundation LeRoy Zimmerman

Ihrmer independent member of our Board wh.o did not stand thy reelection at the 2011 annual

meeting was during the time of his service on our Board an independent member of the hoard of

directors of Hershey Trust Company the board of managers of Milton Hershey School and the

hoard of managers of fhe Foundation At no time during his service eo our Board did

Mi 7mm mci an cci empensati on fm his cervi cc on the hum of manage of hi Foun dat ion

51tfective January 2011 the Company leased to Harshey Entertainment Resorts Company

portion of building owned and oecupu by the Company in Fit chy Pennsylv im he leased

rica consists of appi exim itt ly 27500 squat feet of stcn agc space in thc building Ca it is nef being

utihzcd curiently by the Company Thi initial toni of the le toe was one year hovic ic the lease

pci onto 1-Ic slrey Lntertmnment Reei to Company to mc new the leasc for sub cquc nt one -cc ai

terms and if space is available to request an increase in the area occupied Rent during calendar

year 2011 was $90000 which included pro rata allocation of utilities insurance maintenance

and other operating costs Hershey Entertainment Resorts Company elected to renew the lease

let an additional one year term heguamng January 12012 at the mmci ental rate as xisfed

during the initial ter ii 11w lease uas uitered into on terms bel ci vserc gc ncr alla trail rble in

the ii ketplace arid is oct matenal to us or Hei shc Entertainment Resorts Comp i03
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Any stockholder holding 25% or more of the votes entitled to he cast at the annual meeting is not

required to comply with these premotitication reqi.i.irements

By order of the Board of Directors

Burton Snyder

Senior Vice President

General Counsel and Secretary

March 20 2012
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Products

UntIed Stales

Uæiler the HERS/WYS brand frmhii

riERsitEYsrnnk cheo lie bàt

HERSHEYS milk chocolate with almonds bar

HERS FEYS Extra Dark candy

HERSHEYS NUGCEtSclthcolates

HERSHEYS bRon chdcolates

HER5HErS AikLtCHTathilkbhbblate
HERSHEYS MINiATURES chocolate candy

HEflWEYSBLISSŁhocbllte

nEkskEpgcookwswrcdEsJiyriaf
HERSHEYS COOKIES CR¨ME DROPS candy

HERSYWS sugar free ebocolate candy

HEMkEYS HtJCSSdiŁ

UhdeYthtVSSE$thijflSØhi

flEItSflEfl nssEsbb.ia

ffERSkEYS fUSSES brand milk chocolates with almonds

HEkSHEtS JUSSES brand milk chocolates with cheny ajtdial crŁme

HERS HEYS JUSSES brand chocolate meltaway milk chocolates

HERSHEYS KISSES braiidtiiilihdØóilteiMled$ith SamŁl
HERSHEYS KiSSES brand SPECIAL DARK chocolates

HERSHEYS KISSES AIR DEL/GUT aerated milk chocolates

5th AVENUE ealidy

ALMOND JOYcandy bar

ALMOND JOY PIECES candy

cA Ilk cóilater

CARAMELLO candy bar

GOOD flENTYcandy

FfE4flttöffee bar

JOLLY RANCHER candy

JOLLY RANCHER sugar free candy

K/TXArwafer.bar

MILK DUDScandy

MOUNDS candy bar

MR 000DBAR chocolate bar

PAYDAYpeanut caramelbar

ROtOcaramels in milk chocolate

SKQR.toffee bar

SPECIAL bAktØhaŁdlatàbir
SPECIAL DARK PIECES candy

SYMPHONY milk chocolate bar

SYMfONTthilkthOlbiihÆlSnd and

toffee

TAKES çan4y bar

mIRCAMAi Øaiidy bar

flVJZZLERS candy

7W1ZZLERS sugar free candy

WHATCHAMAQALLIT candy bar

WHOPPERS malted milk bails

YORK peppermint pattie..

YORK sugar
free peppermint pattie

YORKPIE CES candy

ZAGNUT candy bar
ZERO an4y bar

The pdma.y prod ucts United States include the following

Under the REESES brand franchise

REESEt pea itbitefójii

kEESsWbÆiF Vthinis

kEESES

REESES BiG CUP peanut butter cups

REESES NUTRAGEOUS candy bar

REESESuftepeaiitbuttert
REESE crIspy and cruiIthy bar

REESES wHIPP$sdyà
REESESTICKSwäfS Sk
REESES PAST BREAKcandy bar

991.r ucts we ell thJnited States include the following
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Asla Rump Middle East and Africa

We manufacture market sell and distribute sugar confectionery beverage and cooking oil products in

India including NUTRINE and GODREJ confectionery and beverage products We rnarkct seliad

distribute chocolate products in China primarily under the HERSHEYS and KISSES brands We market

sell and distribute chocOlateprodiiS iWthŁMiddleEMttheHERSHEtSkEESESaiid

KISSES brands We license the VAN fQUTENbtafld name md related rradeniattcs to sell chocolate

ptödutts cÆand baking ptkiduS iirAsia andThe Middle East foe th6Mtäil âhd tltq4reedisttibütitu

channels

Customers

Fuihtime.sales representatives an4food brokerscHourproducts toeur.cpstoniers Qur custotncrs are

mainly wholesale distributors chain grocery stores mass merchandisers chain drug stores vending.comprniies

wholesale clubs convenience stores dollar stores concessionaires and department stores Our customers then

resell our products to end-consumers in retail outlets in North America and other locations worldwide In 2011

sales to McLane Company Inc. one of the largest wholesale distributors in the United States to conVEtüthcŁ

stores drug stores wholesale clubs and ssjnerchandiep 3uiountcdJqftpprcximateJy223% of our total net

sales McLane Company Inc the primary distributor ofpur.prpducts4WaltMan$torcs4 Inc.

Marketing Strategy and Seasonality

The foudadon of our mketing strategy is our strong brand equitics product innovation and the

consistently tupetior quality ot our peoducts We devote concderable resources Its th identification

developthent testing mantfaitt1dng and marketing at new products We have variety of
promotional programs

for our customers as well as advertising and promotional programs for consuiiŁitof ltfr MdObti üseOür

promotional programs to stimulate sales of certain products at various times throughout the year Our sales are

typically higher during the third and fourth quarters of the year representing seasonal and holiday-rel4ed sales

patterns

Product Distribution

In conjunction with our sales and marketing efforts our efficient product distribution network helps us

roaintaia sale growth and provide superiprcustQmer service Weplan optimum stock levels PndWodcWtt our

customemto set reasonabledelivety timeOur4istribution network provides fortheefficient shipment of our

products from our manufacturing.piants Weprimazity usecopmon
carriers to deU vet our productsfroni tbese4istributioa points to our custQmers

Price Changes

We change prices and weights of our products when necessary to accommodate changes in costs the

compedtive environment and profit objectives tthesanie time maintaining consumer value Price

increases and weight t.hanges help to offset Increases in our input costs including raw and packaging materials

fuel utilities trÆiiöriatiób and employS bSefii1

In March 2011 we announced weighted-average increase in wholesale prices of approximately 9.7%

across the majority of our U.S Puerto Rico and export portfolio effective immediately The price increase

applied toöurinstantconsumable multipackaclcagedcatrdymid grocetylinesDirectbuyiæ tstotters

able to purchase transitional amounts of productintd Myand we donotflpectseasoiialnetprlaekaithffon

until Easter 2012 We expect the hill financial impact from this pricing action to impact ourearnings in 2012

substantially offsetting increases in input costs

Usually there is time lag between the effective date of list price increases and the.impact.ofthe.price.

increases on net sales The impact of priceincreases is often delayed because we honor previouscommitments to
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refined sugarprices increasesignificantly compared toZOlO tradinginarange from $0.57to $0.64
per pount

Our costs forsugarwill aotnecessarilyreflectmaitetpriceflucwationsprjmarjly becauseOfourforward

purchasing and hedging practices

Peanut prices in the U.S began the year around $0.56 per pound and increased late in the yearto $1.25 pç
pound Prices were driven higher by loss of acreage to cotton and corn along with drought conditióS iiiiüvlr
impacting tlisyears crop yields Almond pricesbegan the year at $240 per pound anddecrease4to $2.10 per

pountt4uriigtheyeardrivenby

marketpricefluctutiopbecauseof9ur fqrwartpurcbasingpractices

We attemptto inhimize 41w effect of future price materials

and certain energy requirements primarily through forward purchasing to cover our future requirements

generalIyfgpçrjq4sfp3jp Z4mpnthsWeeinccitno th eço ctsaiid ohçrcoing4ity de4vativ

nsruw manag skforcoçoapnxlucts sugar cornsweqtcna naturftfl gas fuelc qilacenain

dairyctsHaweyeç.the4afiyJutrs jwkets are ngt as Syeloped many qfteotiemiBdi
futures nm$s and prgeneraflyit is 4ifflcult to be4gcpur costs for dairy pro4ucts byenteaing into

futures contracts and other derivative instruments tgeztendcovei.ge for long periods ofUmeCieptly active

futures contracts are not available for use in pricing our other major raw material requirements For more

information on price risks associated with our major raw majenal requirements see ConunoditiesPrice Risk

ManagcÆnt an4 Futures Contracts on page 39

ProdUUSeuSng

We manufacture or contract to our spec4flcatl9ns for the manufacture of the products we sell In addition

we conSct with third party suppliers to source certainitig cdi ts.Vkentorinto.manufactu4rg contracts with
third parties to improve our strategic competitive position and achieve cost effective production and sourcing of

our products

CompetItion

Many of our brands enjoy widtohsumer acceptance and are among the leading brands sold in thevc
marketplacein North America We tll our brands in highly competitive markets with many other multinational

national regional and local finns Some of our competitors are much larger firms that have greater resources and

more substantial international oSSns

Trademnks Service Marks and J.4cense Agreements

WŁownvaiious rqistered and dujegistered tridenS 1usd tervicfliarks and have il It udWIieeSt
use various trademarks that are of material importance ntStliithflthd
parties to produce and sell pantry items flavored milks and various other products primarily under the

HERSEYS add RFSSES brandnÆres
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Ibrough our Product Excellence Program we evaluate the supply chain including ingredients packaging

processes products distribution and the environment to determine where product quality and safety conirols ate

uc 55 ii Vt dr nitty risk md ust sh tonI to to issuru
pt

od net qualit md ety trious gos ro man

ttacrctus dotci oty nis nd ow quahty asctti luct st iii conduct iuWn ot dli ttilittt that manufictuic out

products to assure effectiveness and compliance with our pt-ograni and all applicable laws and regulations

Iftivirotirnental Considetations
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Employees

As of December 20 we wuployed approximately .800 folbtime and 2000
part-ti we employees
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igi ecmcnts

ill lx nc goo act fot curt tin imp loi as it Its icd ti ics outsidc of ht itt Ic St tics com
pit sing tpproxi in ttcl

of tot ii emplo us ttndt ol It It it Ii ug lining sgt
mcn Wc hc ics that ow mploy attons tic

good

Financial information by Geographic Atea

Our
Pt

oct tI 01 ict it tons tnd cii kuts tic bc tic in thc ii tad St tIcs The pcic tnt icc of tot il onso lid itt

net sales for our businesses out side of die Littited States was 5.6ff for 20 14.6% for 2110 and 143% for

2009 The
percentage of total eonsol dated assets outside of the United States as of December 20 was

14.5% and as of December 31 2010 was 11.8%
Operating profit tuargins vary among individual products and

product groups

Corporate Social Responsibility

Our founder Miltoti Hershey estahl tshecl an enduring mode of responsible citizenship while creating

successful business Driving sustainable business practices making difference in our comoiuniiies attd

opci ttin ii tth tilt biehc st inti ettts itt it tits ol out hunt igt Mtlton 11w slits School cst tblishcd by Milton

and Catherine Hershey lies at the center of our unique heritage Mr Hershey donated and bequeathed altnost his

cntit ot tuna to Milton I-let shuy School ii hit it tint ns otit poni ti huicftct at anti
pt

ox tdes si ni Id class
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In 201 we publ islied our corporate social responsibility fCSR scorecard which provides an update on

the piogress we made in 2010 in advaticiog the
priorities we established in our 2009 C7SR repor The scorecard

ttitltncs ht Sic pti totnxd mtitst thc di nttftcd itt lot in tntc mdii ttoi tthtu out lout SR pilOt

environment comtiitt.nuty workplace and marketplace

Our envircinmental stewardship piograms contiiioe to reduce otir impact in the environtnent These

progiams focus on decreasing waste generation at our facilities improving our packaging sustainabihity and

it doting gi
enhousa is cmi ssmon hi lowct tog enci gy consit mption md nipt ox ttt insport it ton netis ork

efficiency hi 20 we announced svarehonsing transportation and distrihtttion alliance with the Ferrero Group
to iniprove intnsportatioo network efficiency Addttionally itt 201 Iwo of our tiianufacturing facilities attained

ZeroWasteto-.L.andfilI status We also installed more than 200 solar panels in Hershey Pennsylvania

expected to generate an estimated 18 megawatt-hours of electricity per year this project included the

installation of the regions first public electric vehicle charging stations
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retord continued in 201 Out-employees at all our locations worIdw flgflçrnrCSpmgmsSfld
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of doing business svith uS is compliance with iMit Supplier Codeof Condut which outlmew ournpectattons with

regard our supphers conmtment to lepi conhance and buMrkes% integrity cia and wodqng conditions1
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whe ójem to the4 jrcie esthj$thp4aWet
orfutiusic alt quarterly and curfent reporh proxy statements and other lnformatiou with the tJtd $çates

Securities and Exchange Coffirtuss ion SEC You may obtain copy of any of these reports free of har6

from the Investors section of our website www thehersheycompany corn shortly after we tile tr furmh the

infotiaantntothe1EC Ar
dli j/4/ t/

SEC by Siia thent af 14O0-t-O33tl ot ty tMftIug thni4esUffi
tintia aitdExflne9

Commission Office otinvestor Education and Advocacy tOO ue1ft Washlflgin t4-01t tfr

SECin$jtarn an jnternQr site that cqainspfl4 ptpy and Infonyuqn nntsnd 4ther htfotaftou

regaMfng issuers that file eiectronically Idj the Scfafwivn kâc joy tQU ca osjn additonf mlbtmaton on

how request public documents from the SEC tnt their website The ci tntcmthThoAddtSfthe SEC is

pubhcmfo@Sec gov The phone number for information about the operation of thefl$C Offl of Investor

Education and Advocacy iS 202-551-8090

We have Code of Ethical Business Conduct that applies to our 0rdof Dectos4cqmpanyfficcts

and employees tuchidthg without limitation our Chief Exntive Offind semot ftngn4af ofilcers

including the Chief Financial Officer Chief Accounting Officer and persons peitnuag shtillathnctmns You



cat obtain copy of our Code of Ethical Business Condtict Irons the investors section of otir websue

tUttle ihelzerrheyconrpcrn coin It we change or waive any portion of the Code of Ethical Business Conduct that

tppl tc to dO out ci cctoi cxi utic oil icu 01 Sc or hoot ic ii offic Us is iii post it nfoi Won on out

websire within tbur business days In the case of waiver such information will include the name of the
person

to whom the waiver applied along with the dale and type of waiver

We also post our Corporate Governance Citudehnes and charters for each of the Boards standing

committees in the Investors section of our wehsite wren- thehershevcornpanv.corn The Board of Directors

adopte.d th.esetinidelinesandcharters

We will provide to any stockholder copy of one or more of the Exhibits listed in Part IV of this report

upon request Ve charge swat copying fee for these exhibits to cover our costs To
request copy of any of

these documents you can contact us at The Hershey Company Ann Investor Relations Department 00 Crystal

Drive Hershey Pennsylvania 17033-0810

Item IA RISK FACTORS

We are subject to changing economic couipetitive regulatory and technological risks and uncertainties

because of the nature of our operations In connection with the safe harbor provisions of the Private Securities

Litigation Reform Act of 995 we note the following factors that among others could cause future results to

differ materially from the forward-looking statements expectations and assumptions expressed or implied in this

report NI any of the fbi-ward-looking statements contained in this document may he identified by the use of words

such as intend believe expect anticipate should planned projected estimated and

potc ott tI anion othci \moi ic the ici 01 th it could usc out actu ii usul Is to di Cci matci tall from the

results projected in our forward-looking statemeats are the rislc lactors rlescribed below

Issues or cam ems telated to the qualdj am safety of ow pioducts ingiedrcnh or packaging could cause

prodw ret all and/or recall in hat to the Companys reputation ni gatncly nnpw hag our opt rating results

Eu oider to sell our ieonic branded pi-oclucts we need to maintain good reptttation with our custotriers and

eousumers lssttes related to quality and salŁty of our products ingredients or packagmg could jeopardize one

Companys image and reputation Negative publicity related to these
types of concerns or i-elated to product

contamination or product tampering whether valid or not aught negatively impact demand for our products or
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operating results

Increases in raw material and energy costs along with 1/ic availability of adequate supplies of raw materials

could qffect future financial results-
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associated with advertising and new product introductions including uneenainties about trade and consumer
acceniance increased expenditures may not prove successful in maintaining or enhancing our marker share and
could resuh in lower sales and

profits In addition we mao incur increased credit and other business risks

because we operate in highly eo.mpetirive retail environment

Disniption to our supply chain could impair our ability to produce or deliver ourfinished products resulting
in acgative impact on our operating res ails

Oisrnpnon to onr manufacturing operations or our supply chain could result from hut are not limited to the

.Following

Natnra.l disaster

cf4isehc

ather

Fircuofhxplos ron

Terrrtrism or other acts of violence

ibot cinkcs oi othc dint lullS tOes

Unavaila.hilirv of raw or pac.kag ing materials and

Operational and/or financial insiahiloy of
key suppliers and other vendors or service providers

We takc idc tie piec tu lions ming IL thu nip id ol possib Ic dot nption tad p1 ins in
p1 icc to

tin tes such us cnts it thes oc ic to occ in Ii tie un iNc or if it is not fin mci Ic isible to cli ceO
it iii tic the Id lihooci iii potc ntt it unpact ol such distuptis us eats out tusults of oput ittons itid fin mci il

condition could he ne.gatively impacted

Oar /inancial results may he adversely impacted by the fidiure to successfully execute or integrate
ocqutsitions divesttures and joint ye nb tes

tutu mc to Onic 551 in is us ilu itt potunit il wqnisttinns do ustituic ot blat scoflnus that il gn ith out

strategic objectives The success of such activity depends in part upon our ability to identify suitable buyers
sellers or business

partners perlorm eflbcttve assessments prior to contract execution negotiate con tract terms
aid ii ipplic iblu oN tin gos ci nnlcnt ippios at hi su acits itius mts piusent cc tWin financial in igc nil nd

operational risks including diversion of managements attention From
existing core businesses difficulties

ml cot tit 01 sup ul bust nuso oni cxi sting opet ction md il lcngus pit sc lcd
iuquisi tOOS 01

101
nt

tnt iii es 551 icli at not hi us saic les ul and piohi ahi his th it lusti Is the Inst stnscnts sdu If the

icc utso ton disc sri luo ci joint ciii in lie not suucc ssful Is iniplcmc nI ud oi ci implc ted hei could he
uce itt impact on out suits of opc toon Financial condition tad ish loss

bongos in governmentoi laws and regulations could increase our costs anti liabilities or impact denurndfiir
our products

Changes in lasss and iv.gulaoons and the manner in which they are interpreted or applied may alter our
business environment These negative impacts could result from changes in food and drug laws laws related to

adsertising and marketing practices accounting standards taxation
requirements competition laws employment

laws and environmental laws among others It is possible that sve could become subject to additional liabilities in
the hiture resulting front changes in laws and regulations that could result in an adveese effect on our results of

operations and financial condition
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We ovest in industry standard security technology to protect the Companys data and business processes
against risk of data security breach and cyher attack Our data security management program includes identity
inst cci met ahi lit mci thi cat in trement business

pi ocesses is sv elI is en Lot etnent of st intl trd dat
pi

otecti on
Ol it it such is Ps went it tilt dustry compli Ince We me ism out ci its sec iii its ci cclix cut ss through ndu my
icc

Pt
cci methods md mcdi ice ci tOt ii Findings Addtnon ii lv cci iv out in

ijot technology suppltc mci

toy ot Itsout cccl wi ices thi ough at epic ci sec itt ity ccitt ftc thon mc sm es Wc 01w ii usd outtnclv Lst ickup
systems and disaster recovery along with external network

security penetration testing by an independent third

party as part of our business continuity preparedness

Whilt xs he tese th it oui sec 01 it tc chnologx and ocesses tic mdequatc in pies cnting sec ut it ho achc
mcI in edtinng evherseeu its sks dtst upt ions or nlui ol inform itron it hnoloes systems Is poc sib ud
ould is ncg it ix impact on out operations ot business reput tt ion nlui of out sx ste ins ineludi ig fail ut es

c.lue to cyher attacks thai would prevent the ability of systems to function as intended could cause tronsaction

ci mrs loss or cttstonsers and sales and could have
negative consequences to our Company our employees and

those with whom we do business

Future developments related to the investigation by government regulators olalteged pricing practices by
members of the coefectionery industry could impact our reputation the regulatory environment under which
we operate and our operating results

os ci unit oF cml atm ire ins estig itt ng tIlt eed Ic ig pi at liu by inc mhc rs ol thc confect tonet indust

in Canada We are cooperating fully with the releyant authorities We are also party to number of civil antitrttsi

suits in the United States and Canada On Deeetuher 31 2011 Hershey Canada lime entered into an agreement to
settle the Canadian lawsuits Tue settlement is subject to court approval These maclets could have

negative
inpact on out omp ins it put ition We ml so wa he eqmi cd to incui futl her costs issoet ited xvi th hese
iniitersand/or he subject to fines or damages In addiuou our costs could increase if we because subject to new
or acich tioual government-mandated regulatory controls These possible actions could negatively impact our
future operating results

Pension costs or/lending requirements could increase at higher than anticipated rate

We
sponsor number of deli ned benef pension plans Changes in interest rates or in the market value of

pI iii ssets could ii feet the fundc st stus of out pension plans this could cause vol au lit in out benefits costs
and increase future funding redluiretnents br our pension plans Additionally we could incur pension settlement
losses if

significant utitnher of employees who have retired or have left the Company decide to xvithdraw
substantial lump sums from their pension accounts significant increase in pension expense in pension

it lemue itt losses or in futut undt ne edlu ii cmc ots could iv neestix imp itt on oui csul of Opel tions
tinancial condition and cash flows For tiioie intoimauon refer to page 43

Implementation pf our Project Next Century program may not occur within the anticipated timeframe and/or
may exceed our cost estimates In addition annual savings front this initiative may he less than we expect

Completion of the
Project Next Century program described in greater detail beginning on page 24 is

sti cc to ti lop operating at id execution risks inc tiding coordination of tu anti fact tiring changes aud

procluenon line
stiirtups among others If we are not able to complete the

program initiatives within the

tuuc ited ti mc Li dole md vs ithin oui cost esi tin itt udcoi ii

xpc eted cost educi ions fiom ci ftc it ney
improvemenis are not realized our results of operations and financial condition could he negatively impacted
We estimate that the Project Next Centmy program will inctir pre-tax charges and

non-recurring project

implementation costs in the SI 51 million to SI 60 million range over the three-year implementation period When
ftilly implemented Project Next Centuiy is expected to provide annual cost savings from efficiency

improve.ments of $65 million to $80 million
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Iteni LEGAL PROCEEDINGS

In 2007 the Canadian Competition Bureau began an investigation of pricing practices by Hershey Canada
Inc and other chocolate companies In addition the U.S Department of Justice notified the Company in 2007
that it had opened an inquiry but has not requested any infonnation or documents The EtircpeanCommjsgon
had requested information but

subsequently informed the Company that it had closed itifilŁ.WØ afsbaiepai14K
to approximately 90 related civil antitrust suits in the United Statesand 13in Canada.Certainpfthese1aims
contain class action allegations instituted on behalf of direct purchasers of our products as well as indirect

puchathat purchase our products for use or for resale These suits allege conspiracies in restraint of trade in
conneiön with the pricing practices the Company Several other chocolateandconfection cQrnpaflies are
the subjØŁt of investigations and/or

inquines by the government entities referenced above and have also been

nandiL4aefeIfaiiisiiihesaniefltfgatijttns CaijàdiariwTlesajer isalso asubjØct biibeCanadjijit
investigation In our opinion these

proceedings should not have Wmaterial adverseºffetUon the financial

positionjiquidity or results of operations ofthe Company The Company is cooperatingwjth the government
investigations and inquiries an4 ixitepds to defend the US lawsuits vigorously With regard to the U.S lawsuits
we are not able to determine range for

tjie amount of any potential liability that is reasonably possible On
December 31 2011 Hershey canada md entered ito an àgreemŁnt to settle the Canadian civil actions on

S53 millifrCOnÆdlajj
dollaÆ.ThisÆgreeii tis subject tocourt

approval

We have no other material pending legal proceedings other than ordinary reutine litigation incidental to our
business

Rein SU8MISSON OP MATTERS TO VOTE OflECUJtfly MOWERS
Noi applicable
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Issuer Purchases of Equit%- Securities

Purchases of equity secwit tes during the fourth quarter of the fiscal year ended December 2Q11

Id
Total No her of pp roxiaiat Dollar

Total Ii Sin re-s Purchased Value of hares that
Number of Average as Part of lobhely May Yet Be Purchased

Shares Price Paid per Announced Plans or tinder the Plans or
Period Pure based Share Programs Programs

in thousands of dollars

October thro ugh

Oelohci 10 2011 269 419 S7 89 8250 000

October 31 through

November 27 2Oi1.. 62300 $57.23 250000

November 28 through

Dccc mbr II 20 131 714 85849 8250 Of It

tots 61 03

In \pu So ow l3oaid ol Ducutoi
appi os 5250 nullimi hase tupwchasu pintam Thi

tuthoi iration is in sdd mon to the omp In policy of cpurc sug sht us in th opt niw kci to

replace Treasury Stock shares issued in connect ion with stock option exercises or other equitysased

compensation programs
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item SELECTED EIN.4NCL4 DA TA

SlXYEAk CONSOLIDATED FINANCIAL SUMMARY
All dollar and share amounts in thousands except market price

and
per share statistics

So otna ri of Operations

Costof Saks

Selliuc Marketine and

Admittisttabv

Bus Pea
ligu oc.nt and mpa Imacot

Credhl Chaftes Net

Interest F.xpetite NA
Po tsion for Inc on fax

Neffucotitu .111

Net ucoruc Pet bare

Bade Thiss Stock

Ddutcd Class Stock

Basi Common Stock

Di tc Ccm ttOu Stock

ci g.h t.cd- Avera
gcs sees Ott lands

Basic Costuton Stock

Basic Class Stock

Diluted

Disi.dends Paid on Common Stock

PcI Share

Dividends Paid on Class Stock

1i Shan

De.i.t2ciaboo

Aitttftising

Payroll

te ad Ptti Itoti ltd Stat ts he
C2tpital /tckitsot

Capitalized Softw \.dditiots

Total Assets

Shorr- tcEil Debt and Current Portion

of Lone--tc to Debt

Longterm Pnrtion of Debt

Stock.bolde.rs
Eqt.titv

Pt.tli..tirrc
iftoptover

Stockholders Data

Outstanding Shares of Common St.ock

snd Class 13 lock at tearend

Market Price of Cot-nmott Stock at

Year-c nsl

Price Range During Year high
Price Range Luriue Year tow

4551
1.003

3.3% 258

3.4% 2.56

3.20 185

3.2% 2.74

i3ft.29k

7.04.

5.07

94Stl

97.876

tSO617

II 14 Os

2.08 1.77 H.27

207 1.77 .27

2.29 2417 43.41

2.21 .90 1.36

35.79 34.74

42.25 4432

30.27 82 20

276.868 t4576

118585 216056

126.088 1317171l

224.154 559062

.87 2.29

.87 2.27

.96 2.44

.93 2.34

ISO 698 lte 206

24294 t5f.tto

4.247.113 4.257565

39.40 49Sf

3675 57.65

35.21 48.20

Ne.tSales

5kear

Compon ttd

Growlb_Role 2011 2010 2009 2008 2007 2006

$6ö8%78 i67 .9551 rh 6628

13548896 3.255.502 3.245532

51 32.768 4946716 4944232

3.375.050 3.325.147 3.076728

11.4% $1477750 2426477 l208.f772 107.3019 895.574 S62.378

886 83433 82.875

92183 96434 9f459

333883 235237

6261l 6979

0%

6.0%

6.1 33

i.2%

0.8%

30534

0.031

22.0%

95c1

.2k

168.150

61.813

231.449

90 99

.235

62064

53934

2926531

127

645083

165929

60643

229929

228269

138

75814

2.25

188491

414173

676482

323961

23606

$4422199

239673

$1748500

872648

1800

274.722

611817

2393171

78873

2.03

56256

.925

Io8

645480

267032

6t708

230313

21 3ftt

1.28

70 42i

1.16

169677

392.245

642.756

270538

22.949

4.272732

2.85.481

2.542825

937.602

21.300

67236

611.709

228995

9837

.19

67032

1.0712

553996

61356.8

2-6.324

19.146

3.67503

79.323

2.502730

761739

12100

t667tt9

60.777

228.697

197839

1.19

65.220

.0722

227.183

J31 31

645.456

262.643

20336

3.634 19

512 .523

i.5f5.954

34994.4

22800

856392

2.279965

623520

22.401

813.998

2.248228

683423

22. 800

225206 22.030 227998 2270352.27050 230264

444 61.78 47.25

62.26 52.20

4624 35.76
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For the years ended December31

In nil Wns of dollars except per share amon .5

Results in accordance with GAAP

Adj us taients

Business realignment charges included in

cost of sale-s

Business realignment charges included in

SMA
Business realignment and impairment

charges net

Adjusted non-GAAP results

SUMMARY OF OPERATINC RESULTS

For the years ended December 31

In millions of dollars except per share amonnis

Net Sales

Cost of Sales

Gross Profit

Gross Margin

SMA Expense

SMA Expense as percent of sales

Business Realignment and Impairment

Credits Charges Net

hO IT

EB1T Margin

Interest Expense Net

Provision for Income Iaxes

Effective Income Tax Rate

Act Incom

Net income Per Share-..-Dilnted

2008

F1et

________
EPS EDIT Income RIS

01 63 02 778 524 23

6.1 ..8 .02 8.1 4.9 .02

948 60.8

$770.6 $430.5

Adlusttd Non GA

2011 2010

72% 7.0%

8.3% 166%

20bps 150bps

10.6% 17.5%

Percent Change
Increase Decrease

2011 2010 2009 20112010 200.2009

86080.8 $5671.0 $5298.7

35489 3.2558 3.2455

25319 2415.2 2.0532

41.6% 42.6% 38.7%

14778 1426.5 1208.7 3.6

243% 25.2% 22.85

83.4 82.9 101.1

905.3 7616 16.5

16.0% 14.4%

96.4 90.5

299.1 2.35.1

37.09 350%

5098 4360 23.4

274 $2.21 1.90 24.0

2009

Net

EDiT Income

$761.6 $436.0 $1.90 $589.9 $311.4 $1.36

82.9 50.7

$860.7 $496.8

.22

$2Y17

Annual Perfornsance Measures

Increase in Net Sales

increase in adjtssted EBIT

Improvement in adjusted EBIT Margin in basis points bps
Increase in adjusted EPS

.27

$1.88

Results

2009

ii .7%

120bps

.454%

Analysis of Selected items from Our Income Statement

72%
9.0

4.8

70%
0.1

17.6

18.0

0.7

18.9

0.9

1055.0

174%

922

333.9

34.7%

628.9

4.4 6.6

1.6 57.2

16.9

16.3
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2010 compared w1th2009

The cost of sales increase 00.3% W5 associated with sales volume increases resulting.in higher cost of

sales of about 4% Increased
supply chain c9sts and slightly higher input costs also contributed to the cost of

sales increase These increases were substantially offset by cost detaeases resulting from
supply chain

productivity improvements favorable sales mix and bwer product obsolescence costs Which reduced cost of

sales by total of approximately 45% Business realignment and impairment charges ofSlit niilkon were
included in cost of stiles in 200 compared with $10 million in the pnor year

The gross margin improvement of 3.9
percentage points resulted from favorable price reAlization Of àboui

perccntage ots supply chain productivity improvements of appoximateIy 2percentage points and lower

product obsolescence cpsts of approximately percentge point These increases in gross margin were partially

offset by the
impact of higher supply

chain and input costs which reduced gross margin by approximately

percentage point

Selling Marketing and Administrative

201 conpared w14 2010

Sellingmarkethig and administrative
expenses increased $5L3million or 3.6% iii 201 Theincrease was

primarily tetilt of higher marketing and employ-related expenses offset somewhat by the$17Otnilliongain

on thesale ôfnoncore trademaric licensing rights as welt as lower costs ttlated ttsiheconsideration of potential

acquisitions and divetiiures in 2011 Mveriitg expenseincreasedapfroximately59%cimpatedwIIh 2010
Selling and administrative

expenses increased approximately 6.6% reflecting investments ininhancingand

executing our global go-to-market strategies including increases in selling marketing and certain administrative

staff levels Business realignment charges of $5.0 million were included in sellIng marketingand administrative

expenses in 2011 compared with $1.5 million in 2010

2010 compared with 2009

Selling marketing and administrative
expenses increased $217.8 million or 18.0% in 2010 The increase

was primarily result of.higheradvertising.andother marketing expenses.whch increased atotal of $171
million or 41.0% versUs.20O9Advertising expense increased 62.2% compared With 2009.Anincreaseinother

seIlingmarketing and adthinistratlve.expenseswas associated with higher.setling expenses increasedlegal costs

andhigheradministrativetxpensesforour.jntemationai businesses including the impactof unfavorable foreign

currency exchange rates These increases were offset somewhat by lower costs related to the consideration of

potential acquisitions and divestitures in 2010 Business realignment charges of $1.5 million were included in

selling marketing and administrative
expenses in 2010 compared with $6.1 million jpO09

Business Realftgnment and impairment Charges

In june 2010 we announced Project Next Century the Next Century prggram as part of our ongoing
efforts to ceae an advantaged supply chain a$ competitive cgtstnicture As part the progntm.production

wiR transition from tI .ompans century-old facility 19 East ChocolateAyenue in Uershey Pennsylvania..

to an expanded West.ershey facility which was built in 992ProduØion from the 19 EastChocolaie Avenue.

plant as well as portion of the workforce will be fully transitioned to the West Hershey facility primarily

during the second quarter of 2012

We now estimate that th Ns4 Century prggram will incur pretax charges and non-recurring project

implementation costs of $150 million $t60 million This estimate includes $130 million to $140 million in

pre-taxbqsines real ignmertand impairment charges and approximately $20 million in project .impiemeiuation

and start-up costs ot$ costs of $43.4 mill ion were recorded during 291 land total costs of $53$million were
recorded in 2010
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Next century Program

The charge of million recorded in cost olsales during 201 related primarily to accelerated

depreciation of fixed assets over reduced estimated remaining useful life associated with the Next Century

program charge of $50 million was recorded in selling marketing and administrative
expenses during 2011

for project admimstration related to the Next tentury ptogram Plant closure
expenses

of $8 million were

recorded 2011 primarily related to costs associated with the relocation of production tines Employee

separation costs were reduced by $9.5 million iæI2ilwhiàh ºOiŁistedófiæ$l 12 thilliŁn ci%dh iflting
lower expected costs related to voluntary and involuntary terminations at the two manufacturing facilities and

net benefits curtailment 1os of $1 ntillion also related to the employee terminations

Thechargedf$I16iilliofrstetded hi cost bf sales durIng 2010 related priiæarily tbacceletated

depreciation of fixed assets over reduced estimated remaining useful life associated with the NØxtCenmry

program charge of $1.5 million was recorded in selling marketing and administrative expenses during 2010

for project administration Fixed assetimpairment charges of $5.5 million were recorded during 2010 in

detenniningthecostw related tofixed nsset impairments falrvaloe was estimated based on the expected sales

proceeds Employee separation costs if $33.2 milliori during 2010 were related to expected voluntary and

involuntary terniinationsavthe two manufactutingfacilitles

God rej Hershey Ut Goodwill impairment

As resufr9 peratipgpfprmançehat was beloww4pectations we completed an impairment evaluation

of goodwill and other intangible assets of Godrej Hershey Ltd during the second qurterof 0l0 As result of

reduced expectations for future cash flows from lower than expected profitability we determined that the

carryingamount of oodrej Hershey Ltd exceeded its fair value As result we recorded non-cash goodwi II

impairment charge Of S44.7inllliOn to reduce the carrying value of Godrej Hershey ttEi to itsfifr value

including reduction to reflect the share of the charge associated with the noncontrolling interests There was no

tax benefit associ4te4 with thhi charge For more information on our accounting policies for goodwill and other

intangible asetii $ges 4Thid 48

Global Supply ChÆThTransfbtndtion Program

The charge of $5.8 million recorded in 2011 was due to decline in the estimated net realizable value of two

properties being held for sale

The charge of $10.1 tnilin recorded in cost of saes4u$pg 2009 related to startup costs and the

accelerated depreciation of fixed assets over the estimated rethaiÆih useful life The $6.1 million recorded in

selling marketing and administrative
expenses was associated tlfj$tØaOiiiisttaiofrllt $3.4 rUlllfonnet

gain on sale of fixed assets rçsulted from higher proceeds received from the sale of equipment The $22.2 million

of plant closure expenses fót2$9 pertained to tlieiàfiÆof plants for saleandtquiptheniiemoval costs

The global supply chain traiiitbhnation program employee separation äS were pthhwily telätedto involuntary

terminations at manufactuiing facilities of Artisan ConfectionsCOn hith havSbeend1OAd

Liabilitfrs Associated with Buiness Realignment Initiatives

As ofDecember 31 201 the liability balance relating to the Next Century program was$19.5 million

primarily for estimated employee separation costs which were recorded in201 and2010 and will be paid

principally in 2OlZand 2013 as production transitions to the expanded WestHersheyfacilityWemade

payments against the liabilities recorded for tNct Century program of $22 million in0Il and $0.3 million

in 2010 related toproject administration and employee separation costs We madç payments of $7.8 million in

2010 and $28 million in 2009 against the liabilities recorded for the global supply chain transformation

program principally related to juployee separation and project administration costs As of December 312011
liabilitiØsaisociated with thŁjlo6l supply chain transformation program were substantially settled
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Income Before Interest Income Taxes and fliT Margin

201tmgjfredrjj20th .SI.e cf

ER
tnereqsed 2011 npwed with 2010 as result of

bigbergross pottt andiower
reakgnment and impsrment charges Higher sell jpg mfledng and Idn1Mstmthre eqs vefeOM
somewhat by the pm-tn gaIn of Sf70 million oh the Lale of tiadetnai licensing rfghtt he4ax nebusiness
realignment and

impairment charges of $492 million were recorded in 2011 compared with $986 million
recorded in 2010

EWTmargrn increased from 160% in 2010 to 174% in 2011
prunanly as areult oltheTmpattofjwer

busipesq realignment and ilpmsnient tharges and lOwer 4bHing nrnrk4ffagend mthM4auvenpens ass
peientageta1es 11

gaift olithe sale Gf tademarkbcensmflghts fricreaec1EB1Thiargln byO$ percÆtage
points in 20fl Thejiet impactof business xeahgnntentandimpaimt chgesreotl In2OtfteducedEslT
matnI 08 percentage polnts Net ineflalignmeat anthmpafnnenttbars r4trdechn 2010 reduced
BEAT margin by 13

percentage points

2010 compared wail 2009

EBIT increased in 2010 compared with 2009 as result of higher gross profit partialLy offset by inerea
marketing and selling investments and increases in otheradrmnstradve

expenses Netpre-tax businei

reMignthantaa41mpakniemcbge5 ofS9Skm IhOnwerej Ida compared tvi$$991 million
recordedm200g

BElt nmrgln Atcregsed Ihirn 144% in O0t nH6flnv01O Thein tease iwEBiT margin was tflcsult
of the higher gross margin partially offset by increased brand lavesutent and higher selling martetzng aS
administrative expense as percentage of sales Business realignment and Impairment charges reduced EDIT
marginbyl7%jn20J0an43%9

Interest

2011 compared with 2010 ..
Net interest

expense in 2011 was low than in 2010 ap result otincteased capitabze4 Interest apd
reduction of ilijlhon asaociatth wüWiii t4nder offq and repMffase $59i liott5%14otes
reçor4ed in Dcemier OtO%ese reduiçt were pattaljy offsbtby lncreaseiftcrest expenscxesutng frofu

higer aveSge othstanthng short-wrm debt

20/Ocompw.edwz2009

XeiiIterstxpens4 in 24J0 was higher an in 20494 resei4f rnleestppse otS 1iUion c6dM
for the tender offehpd1qwtbhse of $57 5nffJfion oE$%J46tes intieceinl3erlOlU

Income Taxes and Effective Tax Rate

20/1 compared snth2WO
II a/

Our effective Income tax rate was 347% for 2011 compared with 370% 20t0Theeffectjvincometa
rate was reduced by petcentage points in 2011 as result of the effective tax rates lissociated with the on
the sale of trademark licensing rights and buajuess realignment and lmpkinnent chas In 2010 the effective

Income tax rate was increased by percentage points as result of the tax rates associated with bushless

realignment and impairment charges recorded during the period Excluding the impact tax rates associated
with the gain on sale of the trademarlc licensing rights and business realignment and impairment charges our
effective tax ratedecreastd in 2011 tethkofdlsctefó SbitfiL gi woi
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20/0 conipetvd wit/i 2009

Our etiecii ye inc cute tax rate was 370% Ihi- 20 compared with 35.0% br 2009 The effective income tax

rate was increased by percentage pomis as result of the effective tax rate associated with business

Cal gn munt tad imp iii mcrt hai ge ret ci fled in 201 lie ci Itch nc note ix ate id cc to bust niss

rc il on went md mi ni mc nt elm ii ees icc ci dccl in 2009 cdue hc itt lix pe re nt ige points

Net income and Net Income Per Share

20 c.vinpetvcl with 20/0

Eanbngs per share-diluted increased 0.53 or 24.0% in 201 compared with 2010 Net income in 2t II was
increased by million or $005 per share-diluted as result of the gain on sale of trademark licensing rights

and was reduced by $30.9 million or 50.13 per sharediluted as result of net business realignment and

impairment charges In 2010 net income was reduced by $77.9 million or $0.34 per sharediluted as result of

business realignment and impairment charges Excluding the gain tin the sale of trademark licensing rights and

tl.me impact of business realignme.ni and impairment charges adjusted earnings per share-diluted increased $017

per shai-e or 06 in 20
cnrnpai-el with 2010

20.10 corn.prii-eri with 2009

Eaniings per share-dilnted increatsed 50.3 or 6.3%- in 2010 compared with 2009 Net income in 2010 was

reduced by 79 million or $014 per sh.are.-dilnted and was reduced by 60-8 million or $027 per share-

diluted in 2009 as result ci business realignment and impairment chai-ges Excluding the iinpaci of business

rea.ltgnment and impairment eh.a.rges earni.ngs per share diluted increased $0.38 or .17.5% i.n 2010 a.s compared
with 2009

FiNANCIAL COND1TIO.N

Our financial condition remained
sirong dni-ing 2011 reflecong solid cash flow from operations

Aequisitums and iivestitures

In 0hin irs 2011 sxc cqnncd 49 inn icst in In Inc l3nuldc olni ido cnmp ins th
it

nm inntciclufts mimi keN md sells nnti ition hexci iecs nndei lbt otis hi md inmu insested rrnllion

niri iceonntt ioi this ins cstmt nt using
tIme

urIc
ily method dtn ing 201 In Jann 2012 we made iii iddition ii

nveslment of 60 nmillion in Tn-Us Inc increasing our ownership interesl to approximately 69%

In March 2009 we complcicd the acquisition of tIme Van Honien Singapore consumer business The

acquisition hnnm Bat iy filch at AG pios ides with in cxclusixc liccnst of ihc in lonten hi md
nmic md

it lilt idu rxìn Its in jNst md ht NI mdd Ic ist ci lie it in nd dut lit di sI ihuti on eb innl Thu
lint

ch isc

icc hit th iuq isi lion ci in lofflen ingapoi nd the licensing ci cc nmcn xx ci ipprox mateR sI million

Total liabilities assumed were $3.6 million

\Vc inclntled rcsnlis subsequent to the dates oi acquisition in ihe consolidated financial statements I-lad ihe

resnits of tIme acquisitions been included in the consolidated financial statements for each of the peiinds

presented the effect would not have been material
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Changes in current liabilities from 2010 to 2011 were primarily the result of the following

Higher accounts payable reflecting the timing of inventory deliveries to support manufacturing

requirements offset somewhat by lower amounts payable for advertising and marketing and the

impact of tile timing of capital expenditures associated with the Next Century prograin th201

compared with 2010

Higher Łbniliiabilities
primarily associated with advertising and promotions alOitgwithhtgher

emploªbSiEflts substantially offset by lower liabilities related to incentive compensation

accrned1ilte interest rate swap agreements and freight payments

decrease in the current portion of long-term debt reflecting the repayment of $250 million Qf 3%

AiilncreaseiiInij-rm debt reflecting the issuance of $250 million of 1.5% Notes duein November

2016

Capital Structure

We have two classes of stock óütitanding CommoiStbck and ClàiiSStbck Hblderót the Common
Stock andthe Class Stockgenerally vote together without regard toclass on matters submitted.tostockholders

including the election of directors Holders of the Common Stock have one vote per share Hol4en of the Class

Stock have tO votes
per share Holders of the Common Stock voting separately as class are entitled to elect

one-stxth of our Board of Directors With respect to dividend rights holders of the Common Stock are entitled to

cash dividends 10% higher than thoqe declared and paid on the Class Stock

HershŁ9 tæisCóin$nkasütØee for lhebEneflt of Milton HØrsheySchooltlt Milton Hershey School

TnisC otthe 7rustiaintains voting control over The Hershey Company in addition the Miltott Hershey
School Trust currently has three representatives who are members of the Board of Directors of the Company one
othoiifithoChalrMatofthe1oard Thase repretititive frOth time totlnj inpeifbrtn gThØfr

rSjiiSibllidº on th COthth fl1Odmay eerciØºinflaeliwithregatd to thebægoiàjbualhiØiis decisions

of our Board of Directors or management The Trust has indicated that iii its mkasØOiititlliitäSJcholder of

the CompMy it intends to retain its controlling intçst in The Hershey Company nd4be.CptnpanyJo4rd and

not the Trust.Board is solely responsible and accountable for the Companys management and performance

The Milton Hershey School Trust decided to explore sale of The Hershey Company in June 2002 but

subsequently decided to terminate the sale process in September 2002 After terminating the sate process the

Trustee of the MiltoiUHersheySehool Trustadvised the Pennsylvania Offldof AttorneyGeneril inseptcmber
2002 that it would not aree to any sale of its controlling interest in The Hershey Company without approval of

the court having jurisdiction over the Milton Hershey School Trust following advance notice to the Office of

Attorney General Subsequently Pennsylvania enacted legislation that requires that the Office of Attorney

General be provided advance notice of any transaction that would result in the Milton Hershey School TŁttiG

longer having voting control of the Company The law provides specific stat3itory authQrity.fordie Attorney
General to intercede and petition the Court having jurisdiction over the Milton Hershey School Trust to stop such

nnsactipn if the Attorney General can prove that the transaction is
unnecessary for the future economic

viabilitSi ötthe Compan and is inconsistent with investment and management considerationsunderilduciary

obligatiqi This legislation could have the effect of making it more difficult for third party to acquire

majopty our outstanding voting stock and thereby delay or prevent change in control of the Company

Noncontnlling intflisubsldlarln

in M2OO7 wetntetlinto an agreement with Godrej Beverages and Foods Ltd one of Indias largest

consumer goods confectionery and food companies to manufacture and distribute confectionery products

snacks and beverages across India Under the agreement we own 51% controlling interest in Godrej Hershey

Ltd In January 2009 the Company contributed cash of approximately $8.7 million to Godrej Hershey Ltd and
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depreciation charges related to the global supply chain transformation program recorded in 2009

Accelerated depreciation recorded in 2011 was approximately $33.0 million compared with

approximately $l24 willionrecorded in 2010 and $4.2 million recorded in 2009 Depreciation and

amortization expenses represtnt non.tcash items that impacted net income and are reflected in the

consolidatedstatein.ents of cash flows to reconcile cash flows from operating activities

The deferred tax o4isionin 2011 primarily reflected the tax impÆôt asstciated wIth bonus depreciaiioi

related to capital expenditures and other charges recorded in 2011 for the Next Cenwiy piogi ii hi

deferred income tax benefit was lower in 2010 than in 2009
primarily as result of the impact of

deferred taxes associated with charges recorded in 2010 for the Next
Century program as compared

with the tax impact associated with hedging transactions in 2009 Deferred income taxes represent
non-cash items that impacted net income and are reflected in the consolidated statements of cash flows

to recónciiŁ cashflows from operating attivities

During the third quarter of 201 we recorded an $1 1.1 million gain net of tax on the sale of certain

non-core trademark licensing rights

We SniributØd$64thillion to our pension plans over the past three years to improve the plans
funded status and to pay benefits under the non-funded plans As of December 31 2011 otr pension
benefit obligations exceeded the fair value of our pension plan assets by $195 million

Over the three-year period cash provided from working capital tended to fluctuate due to thetningof
sales and cash collections during December of each year and working capital management practices

including initiatives implemented to reduce working capital Changes in cash used by Inventories in

2011 was primarily associated with increases in inventory levels là àOtibipatión ôfthetsitiŁtiàf
production under the Next Century program along with higher inventories to support seasonal sales

Changes in cash provided from inventories in 2009 was primarily associ4ted with initiatives to improve
sates forecasting and hwentory planning Changes in cash provided by accounts payable in 2010 and

2009 principally related tothetiming of inventory deliveries to meet manufacturing requirements and
in 2010 also reflected increases in accounts payable associated with the timing of expenditures for

advertising

During the three-year period cash provided from or used by changes in otherassetsandliabilitjes

reflected the effect of hedging transactions timing of payments related to selling and marketing

programs and the impact6tbusiiiess realigtimtnt ihitiathes albiig iththe rElated tax effeit CàŁh

used by changesin other assets and liabilities in 2011 compared with cash provi4ed by cbngçsinqther
assets and liabilities in 2010 primarily reflected the effect of

hedging tränsactidns $J5$3 i1liói the

effect of changes in deferred and accrued income taxes of $35.4 million and business realignment

inhiatives of $26.7 inilliónoffset partially by an increase in cash provided by the timingtfpaimàts
associated with sElling ahdmÆeting programs of $23.2 mjllion The decrease in cash PodE4 by
changes in othera.ssets andliabilities from 2009 to 2010 was primarily asbeiated with the effect of

hedging transactions of $ig3S million and the effect of changes in deferred and accruedincóthEtaes

of $94.3 million partially dffset by decrease in cash used by business rea1igninentihitiatives df $88.8

million

The increase in interest paid in 2010 versus 2009 was primarily attributable to the $5.9 nillion premium

paid for the repurchase of 4ebt under cash tender offer Additional information on the cash tender offer

is provided under Cash Bows from Financing Activities

Over the three-yeas peiiodincreases in income taxes paid primarily reflected the impact of higher

taxable income Taxable income and related tax payments in 2011 were reducedprimarily by bonus

depreciation tax dçductions primarily for capital expenditures associated with the Next Century

program
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In November 201 we issued $250 mill ion of .5% Notes due in 2016 and in December 20 we
tssuud 5350 million of 2F Notr tine in 020 hr lone 1mm booossu1crs in 201 and 2010 ssuie

issued under shelf registration statement on Form 5-3 filed in May 2000 describer tinder Registration

State.menrs below

in September 2011 we repaid $250.0 million of 53% Notes due in 20
In De nihei 2010 at piid 56 miluon to teputch tsr million ol out 9if Notes due in lQj3

is put of it tshtt odet olfet \s tesolt of the iepoiLh ise we ecotdec tntetest cxpc nse of 559 million

it tt lIe cIt the pie irnum ad on the tei dci offe used pm boa thr
pt or eds ft ran the

%0 million 5C Notes issued in Dr eemhet 2010 to toad the iepuiehase

Jo btprc tabti at untried into tIe nid Ic oane tgtet went tot br 19 tsr eo itt ks eaue

manufacturing fitcilify Based on the leasing agreement we are deemed to be the owner of the

property for accounting purposes We received net proceeds of .547.6 million aad recorded lease

ha lactate ohlic ifion ot 5500 nnton undo the Ic ismg igteemcnf

We paid cash dividends of $228.3 million ott oar Common Stock and $75.8 million on one Class

Sioekin2oil ... ..

Cash tact for the
reptirchase of Common Stock was partially offset by cash received from the exercise

ol tock options

Reptiichases and lssuances of Common Stock

For the years ended Decernher 31 201 2Oltt 2009

In thousands Shares Dollars Shares Dollars Shares Doltars

Shares repttrehased under authorized

programs

Open market tepttrchases ....... 1903 $100015
Share.s repurehased to replace reissued

shares ............ 5179 284500 3032 69.099 252 9314

Total share repurchases ............ 7082 384515 3.932 169.099 252 9.3 14

Shares issued for stock-based

compensation programs ........ 5.258 177654 2..964 96627 .21.5 39.616

Nt uhangi 1824 206 86 968 72472 963 530 302

We intend to repurchase shares of Common Stock in order to replace Treasury Stock shares issued for

exercised stock options and other stock -based comoensa000 The value of shares purchased in given

period will
vary based on stock optioas exercised river time and niarket conditions

In Dccc mhei 2006 out Boat of itt toi tppt o\t 5251 toil1 toa shat repn ccli tsr pi ogr lip As of

\prt 201 at eomplettti this sh nt tcputt we ptogi un

In April 2011 our l3oard of Directots approved new 5250 nollion authorization to repurchase shares

of our Common Stock As of December 20 no shares of our Common Stock had been

rcptirchased under this program
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OFFt3A1 ANCE SHEET ARRANGEMENTS CONTRACTUAL OBLIGATIONS AND CONI1NUENT
UABILITIES AND COMMITMENTS

As of December 3.1 20 oar contractual cash ohlgatious by year were as follows

______________________________________

Pay en is Due by Year

In thousands of dollars

Contractual Obligations 2112 20 204 205 206 Thereafter Total

Locondttton Pot ch tsc

5hligations ..... .3 00 5488.200 52.6300 7.600 .5 Si 8372Db
Lease Obligations 16.85 0$ 8.846 7.692 6.715 7.43 58.643

Longtenn De.bt 97593 2501 87 1.81 2501 87 500.054 747.885 846093

lot Ohhg owns 529 s44 5749493 535 333 S65 5i06 /69 5735 316 53 96

In entering into contractual obligations we have assurne.ct the risk that might arise from the possible
inability of

counterparties 1.0 meet the terms of their contract We mitigate this risk by performing financial

assessments prior to contract execution conducting periodic evaluations of countetaiiy performance and
to tint

lntng dis cisc pot tioho of qu ilil icd
ountcip noes 54 of Dccc nilict wc did not hix

in tco il oblig toons sv oh mope tn ha inc il institutions Out ask is Itt nit to epi Icute the coffit lets at

ptc itline ukct des do not e\pcct in stenitie tot losst sIt sulttop horn eounterp ut dcftults

Purchase Obligations

We enter into certain obligaltons for the purchase of raw materials These obligations were primarily in the

torn of forward contracts tbr the purchase of raw materials Ironi third-party brokers and dealers These contracts

minimize tic fled of tututi pact fluctuations by hxtuc the puce ot put or ill of thesc pmch tsc ohhg owns
lot ohltg ttt 005 10 se scat pit ented above consists of fixed

pt ice onti IC is lot ii it put hast of eom moditws
antI unpriced contracts that were valued using market prices as of December 31 2011

Thi cost of eommodi tte tsso ss tth the unpi teed onti It ts Is tO ihl is mat ket
pi tees ch tngt 05

tittttt pci tods We unog Ut th at ihtlttv of tlit xc costs to the C\tc nt t5c hue cntei ed into eouimochties ututt

contracts or other commodity derivative instruaiettts to hedg.e out costs for those
periods luereases or decreases

arket pttces are set by in or Ic ss Cd 01 moth ties tnture.s con tracts or ot lice cc in mod ty de.ri ti

instruments This applies to the extent that we have hedged the ttnpriced contracts as of December 31 2011 and
in tntoic ptrtods hx cateong info tommoditics futmes tonti etc iking deltsety of mcI in door tymtnts tot the

spi cIte omoiod dies fot se flit mm tic tu it of Itni shc eood So sties ui oblig moos nndt 1k lot vs it

purchase contracts For each of the three yeass in the period ended Decenther II 201 we satisbed these

obligations by raking delivery of and making payment for the specific comrnodities

Lease Obligations

Lease obligations include the minimum rental commitments under non-cancelable operating leases

prittiarily for retail stores warehouse and distribution facilities offices and certain equipment

Asset Retirement Obligations

We have tiuaiber of lacilities that contain
varying amounts of asbestos in certain locations within the

facilities Our asbestos managenicnt progmm is compliant with cnn-cot applicable regulations Cnnent

tcgnlaitons retluire that we handle or dispose ot asbestos in special manner if such facilities undergo major
renovations or are demolished Plans associated with the closure of manufacturing facility under the Next
Century program may require the removal of asbestos The eso mated liability associated with the possible
removal of asbestos from the facility is not material and is included in otir estimates With regard tt other
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Fair value hedges pertain to derivative instruments that qualify as hedge of exposures to changes in thefair

value of aflrm commitment or assets and liabilities recognized on the balance sheet For fair valuehedges
policy is to record the gain or losson the derivative instrument in earnings in the period of change together with the

offsetting loss or gain on the hedged item The effect of that accounting is to teflect in earningsthe extent to which
the hedge is not effective in achieving offsetting changes in fair value

As of December 31 2011 we designated and accounted for all derivative instruments includingforcign

exchange forward contracts and options commodities fifturesand options contracts and other commodityderivative

instruments as cash flow hedges Additional informationregarding Accounting policies associated withderivatlve

instruments is contained in Note Derivative Inst rwnents and Hedging Activities

The information below summarize our market risks associated with long-term debt and dSvitive instiiJØiits

outstanding as of December31 2011 Note Note and Note to the Consolidated Financial Statements ptOvide

additionalinfonnation .. ....

Long-Term Debt

The table below
presents the principal cash flows and related interest rates by maturity datfor loflg$ernldebt

includingthe current portidn as of December 31 2011 We determined the
fairvalueaflong-terrndebrbasedupon

quoted market prices for the same or similar debt issues

Maturity Rate

2012 2O13 20142013 O16flfta _____
in thousands of dollars except for rates

Long-term

Debt $97593 $250187 $187 $250187 $500054 $747885$LS46093 $2121003

Interest Rate 7.2% 5.0% 7.0% 4.9% 3.5% 5.9% 51%

We calculated the interest rates on variable rate obligations using the rates in effect as ofDecembet3 2011

Interest Rate Swaps

In order to minimize financing costs and to manage interest rate exposure from time to time we enter into

interest rate swap agreements

In March 2009 we entered into forward starting interest rate
swapagreenleutslohcdgeinterestrateexposure

related to the anticipated $250 million of term financing expected to be executed during 2011 Itt September 2011
the forward starting interest rate swap agreements which were entered into in March 2009 matured resulting in cash

payments by the Company of approximately $26.8 million Also in September 201I.weentered intoforwards

starting swap agreements to continue to hedge interestrate exposure related to the term financing These swap
agreements were terminated upon the issuance of the 1.5% Notesdue November .1 20l resulting incash payments

by the Company of $2.3 million The losses on the swap agreements are being amortized as an increase tointerest

expense over the term of the Notes

In December 2010 we terminated forward starting sapigreements which were entered iiöiii Atfjui2O1o

to hedge the anticipated execution of term financing The swap agreementswere terminated upoaThe issuance of the

4.125% Notes due December 2020 resulting in cash receipts of $13.5 million The gainon the swap agreements

is being amortized as reduction to interest expense over tfrmq term of the Notes

For more information see Note Derivative Instnsmenst and Hedging Activities
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Imbalances between supply and demand

The effect of weather on crop yield

Specólative influences

Trade agreements among producing and consuming nations

Political unrest in producing countries and

Changes in governmental agricultural programs and
energy policies

We use futures and options contracts and other commodity derivative instrunentsin combination with

forward purchasing of cocoa products sugar corn sweeteners natural gas fueJ oil and certain..dairy.preducts

primarily to provide favorable pricing opportunities and flexibility in sourcing.Qur.rawmateijoj and ençigy
requirements Currently active futures contracts are not available for use in pricing our other major raw material

requirements We attempt to minimize the effect of futurç pricefluctuations reiated to the putthase of raw
materials by using forward purchasing to cover future manufacturing requirements generally for 3.to 24 months
However the dairy futures markets are not as developed as many of the other commodities futures markets and
therefore it is difficult to hedge our costs for dairy pioducts by entering into futures contracts or othóidfrÆtive
Instruments to extend coverage for long penods of time We uSe fuel oil futures contracts to minimize pnce
fluctuations associated with our transportatiow costs Our commodity procurement practices are intended to

reduce the risk of future price increases and provide visibility to future costs but also may potentially limit our

ability to benefit from possible price decreases

During 2011 average cocoa ftitures contract prices traded in rangebetween $0.99 and $1.55 PpmMl
based on the

IntercontinentalExchange futuxes contract fluting th4first half of 2011 cocoa futurØnrSekl at

prices that were near 30-year highs During the fourth quarter of 2011 cocoa futurei priºesdØelinŁd signIficantly

due to
very large West Mriçan crop which resulted ip stta

global suplusfor the yçar Quy costs for

cocoa products will not necessanly reflect market price fluctuations prpnanjy because of our forward purchasing
and hedging practices

During 2011 prices for fluid milk ranged from low of $0.17 to ahIgh of $0.21 per pound on icIaŁU
fluid milk basis Prices were substantially higher than the prior year due to strong çxport and for dairy
products and high feed costs Our costs for certain dairy products will not necessarily reflect market price

fluctuations because of our forward purchasing practices

In 2011 sugar supplies in the U.S were negatively impacted by government import restrictionsstro fig
demand and high world market prices As result refined

sugar prices increased ignlficantly çonipared to 2010
trading in

range from $0.57 to $0.64
per pound Our Øoth fsugar will hot ntcess ätilySleät ni Łipó

fluctuations primarily because of our forward purchasing and hedging practices

Peanut prices in the U.S began the year around $0.56
per pound and increased late in the

year to $1.25 per
pound Prices were driven higher by loss of acreage to cotton and corn along.with4rought conditions negatively
impacting this years crop yields Almond prices began the year at $2.40

per pound and decreased to $2 0per
pound during the year driven by record production Our costs for peanuts and almonds will not necessarily reflect

market price fluctuations because of our forward purchasing practices

We make or receive cash transfers to or front commodity futures brokers on a.daily basreflecting.changes
in the value of futures contracts on the lntercontinentalExchange or various other exchanges Thesechanges in

value
represent unrealized gains and losses We report these cash transfers as component of other

comprehensive income The cash transftrs offset higheror lower cash requirements fonhe.paynrentcf future

invoice prices of raw materials energy requirements and transportation cost Futures kd in excess of the

amount required to fix the price of unpriced physical forward contracts are effective ashedges of anticipated

purchases
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accounted For approximately 3.5% of our total accounts receivable as of December 201 As of

Decembet- 201 no other customeix accounted For more than 10% of our total accounts receivable We
he lies that ci little on erti mon of et edit sk tisoc ttcd with the emat ndei of out en stonic base

\c eounts Reec is xhb It idc as show on the onsolid sled Ba inee Sheets wet net of illow ane and

in tie ited discounts An illow anc foi doubt In icc ount de Fe nit tar di hi ough in s1y M5 of the following

Aging of accounts receivable at the date of the financial statements

ssessnien is of eol let ibt lits hssc on hi stot tc slit ends tnd

Evaluat ton ot the
impact of cunvut and projected economic conditions

We mouttor the collectabtlirv of our accounts receivable on an ongoing basis by analyzing aged accounts

ccc is able ssesst ng die edit worthiness of out en stomci md us In sting the nip itt of eason thIs it kely

changes in economic conditions that may impact credit risks Estiniates with regard to the collectability of

accounts receivable are reasonably likely to change in the future

Ii tot ni ition on oni Ace ounts Rcec is ink mdc tel tic xpcnscs md
mssnntptmons is follow

toe the th rtesear period 200920 ii

in nottions or anna rs except percents

\s ci mgc cxpc nse lot pote ntm ii uncollcctthlc accounts SI

wit ti ot fs of une oh lcctmhlc dcc outtt

Allowance for doubtful accotints as percentage of gross acconnis recetvahle........

We recognize the provision tbr uncollectible accoutits as selling marketing and administrative expense
tn the Consolidated Statements of Income

II we made icon ibIs possible nc it turin clirni cci in the most as stem ii

assumlitmons rcg ii dine

collect sbihts of scconnt ccci shlc out in nit il

pros tssoi could hange within die follow ng sage

reduction in
expense of approximately $4.4 million and

An increase in
expense of apptoximatcly $4.5 million

Changes in estimates fbr future nncollecuble accounts receivable would tot have niatesial impact oil

our liquidity or capital resources

Accrued Liabilities

A.ccrued liahiltttcs requiring the timosi difficult or subiective judgments include liabilities associated with

marketing promotion programs and potentially unsaleable products

i.aoh il/ties associated it/th hthetiitg promOtoa programs

We recognize the costs of marketing promotion progratiis as reduction to net sales along with

corres po td in accrued liability Is sed on es t.i ni ates at the ii nie of reve.n ne recrtgn.i ti on

mifo mi a.t.m tin on ott pto nio ti.ori.a cc ts and ass. tt ption is as io l.i ow

For the years ended December .11 2011 2010 2039

in inhibits or dollars

Promotional costs $9459 $767.6 $721.5
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We hind domestic pension liahihties in accordance with the limits imposed by the Employee Retirement

ot ic 0015 \s ol 1074 and Is di ad tnconic ix ais Beginning lion 2008 ss comphcd cc tilt the

fundtng reqoirements of the Pension Protection Act of 2006 We hind non-domestic pension liabilities in

accordance with laws n.d regu l.a ito its pp en Ic to those a.n We broad divers ft lirE peb sioo P1 an as sets
consisting primarily of domesnc and international common stocks and fixed income securities Short-term and

long is ihilttcs Issoc tacd cc tb bcncttt
p1 ins ats pi nianls dctcttmoi ised on iUi intl uk it tttons lbs su

ealenlations consider payroll and employee data including age and years of service along with actuarial

assompnoos at the date of the financial statements We lake into consideration long-term proJections with regard
to economic conditions including interest rates return on assets and the rate of increase in compensation levels
\\ oh tcg rd to It hiltttcs wsou its with post titcms ni hs or fit

p1 ins hit pioc ide hi tlth clii tnd litc insut tncc

cc tkc into oost dci it ton the op tc rot lOon its ol mci we in the pm ipit
cost of the ox et ccl bend iN

review the discount nite assumptions and revise them annually The expected long-term rate of return on assets

issoniptiot isset ietoi issumptioli fot lundcd
p1

tos is of Ioogt din itino and icc iced only schen lone ftt 01

asset return protections slemon.stfate that nec.tl

An employer that isa business entity and sponsors one or more single-employer defined benefit plans is

req ti
.i red tt

Recognize the funded statns of benefit plan----measurcd as the diflhrcoce between plan assets at lair

tins tod ths hens Pt ohlte ilion in its st Itcmcnt ol ftn cit1 position oi Pc osion p1 in the hs or Itt

ohli.gatioo is the projected benefit ohitgatton for any other poft-idtire.mdht heodiifpJfinfidIi $2 retiree

health ente plan the benefit obligation is the accumulated post-retirement benefit obligation

R.ecoen i.e as cool p00 en of other tap reheas ye in conic net of tax the
gil

ins or los se intl prior

service costs or credits that arise during the period hut are not recognized as components of net periodic

beoefitcost

\Ic icuts di out or nehi
p1 in wss ts insl obhc lions is of the datc of the cniploxei hac ii vi end

statement of itnaneial
position

DiscIos in the notcs to fin tii slits mints idshtion il inlot 01 ttion ihout dii 1110 cffcts on Oct pcondis
hcoc hi oct tot the lie Si fiscal

ye it In cc lioni dcli cd ret ogn itt no of ths tins 01 mccc tot

service costs or credits and tiangitiotf asset cia oh iathicTh

Pension /cic

Our pension plao costs and related assumptions were as follows

For tie years ended Decein her 31 201 2011 2009

to nnttiooc ot dollars

Servic.e cost and arnortir sOon of poor service cost $31.1 $29.4 $27
Interest cost expected return no plan assets and amorixalion of net loss 2.8 5.9 215
Administrative expenses 0.6 0.4 ES

Net pefiodic pension benefit cost $345. $35$2 $48.9

satin p1 ions

Average discou.nt rate assumptions--nei periodic benefit cost

calculation 52% 57% 6.4%
\cu inc ducouni its

ssuiuptions bs ncttt nhloz itioa calcul itiou 45% cc

Asset tetum assumptions 8.0% 8.5% 85%

44



Nc Pt oda Pens ton it it Cu s/s

Wc lies that th is ice cost and amot niatton ol toi clxi CO ompot nts of net nod pension

hcnUtt hettet idled tin ontoing ope atinu do ol on pt in- particularly we our mo st7nificant

pit
he do ci to at itrai in 007 -t 008 md ii fund In 01 ow adju ted

nonGAAP esull ill lode the inteR cost expect retui plan and awot it on of net to or

ma 01 iponents ol penn 13 ti iou hen lit to

the men sed ice ost aid ann ii ti ttion ot prtOi cost corn 2009 to 010 and ti om 010 to

nimai ity
do to ci mm di count lIe The low ci intei ccl to cxpc tc ietwn on plan assc ai ci

anio ti.-ution of lo Ii ow 00910 010 nd flow 2010 to 011 pnmai ily
dt to the in in di In

of as iefi dunn the acm Ii tot oi as ets ind pension
Ian eontrihntioa Ow is ic and prior sen

dO ciiiOiti atiot is to pt imutcly 50.8 million high in 201 Inter ost pedt torn on

pkn is ts and amot riration of los is cxp et to ladle in by 513 in lion do to the low -i tual

ix turn in p1 in ccci nd it er di ount tat in 01 in addition to peeled nsf ni ettlem nt co of

million in 20P

tuan-il am at lo ma nh ctn expc it diff is from -urn ii nc ot xc is

xi lb tuat mssumptioi xi to aloe thc plans oh ation Vs only anioi i7e the miii ecopt ir iitt

ictua am and los inc of iOc of ate ense p1 in pioj ted Ii nell oblgmtton or th fin ik

aloe ci it ater The tuniat ctpni cd mu ni at eomi on nt of net tic di ton fit

nse fo 01 is 5a9 llion he OIl on i7 cl nct actuati-d lo onipon it of nct nodie cn ion

nefit n.e xvi 8.0 tillion Pioje lion hexond 201 are nd nt ni
ty

facto nch as

ins to th di conat atc and the tu ii etuu on ension p1 in set

ti-cc Illst in Ru/c Ac stunj tiun Jet unfit Benefit Its

the di onnt rite pie ats th estimat rat at xc hich could die tic ely ttle out nsion fit

ohIL ation In oi det to rim- te flit rate toi fl II in 2010 sin Ic ffcctn alt di count rrnined by

out aetua iBm di nuntinci th ion obli ation- ish On ccc usin th pot of mat hing dot tton from

the tow ns War RAT .1 ink 40190 di count ecu ot 009 th ut of dtscount -t It in in by our

tu ai ustn the spot rat of matehin duration from the itip roup iot Di count Cuts Vs eh -in ed to the

Ton rs Wat on iF kink dis ouni cuts in 010 ft obtain niot tu spt into the nnd lying eui tti

Ih xi of hi nt Ii ount at sumption can st nit icantl ftc net niodie li netit ost

one percent toe point er in the di -ount itt sumptuon cc ild have in ie cd Oil net

todic ion hen lit expen million

one reentaj point it erea in the discount it iption would h-n et ed 9011 ii -t

en oeli ion hen -ft exp .7 ru ill ion

At ci /i sc-u en Rate As sun
ij

nun tu fit Oh/i cit/ens

he Ii ouni at sumpu in to Ii ed tn e-ileu -fling
thc -uniount ot it ohtipttion us tni -d in th

-inie man th is ct-a discount rate sutnpti on ci ed to cii ul it net pet
todie enefit eo ci rihcd

ahoy re due out 01 di count tat suniption In tc th dee ham it tt tate nyu onm nt onsist nt

ith th tin -nioa on ou plan liihi iti

us of dill ct cnt discount i-it umpt ion c-in ci enific intly it Ic lb in out ot hen -fit ohheiti iii

ntac poin et -i in the dts ount Ic snniptmen ould ice inereicee th

-enuh II Oil pens ni Ii fit oh1i itions nnllioti

on etita point it er in the discount tat issu mptioa would li-is ed the

Dc etnhc 01
pe

ision hen ftts nil lion Ion .0 intl ton

45



sect Peso re.A SSJI/
ti/fl WI

We based the expected return on plan assets component of net periodic pension benefit cost on the fair

market value of pension plan assets To determine the expected return on plan assets we consider lhe current and
cx peeled asset allocations as well as historical and expected returns on the eategones of plan assets The
histoncal geometric average return over the 24 years prior to December 201 was approximately 8.2% The
actual return oo assets was as follows

For the wars ended December 31
21 It 20 2009

Actual retura on assets 18 9$ 3% 21 2%

he se of di here at asset rd rn assu mpti on can sign fi cattily fleet net pe ri otl benefit cost

one pc ic cot ice point
dc tsr in thu issut Un tssu opt ton SCOtt Id hn inc tu ise 201 put todte

penshyn benefit expense by $9.8 mi.llion

one perce.n a.ge nt rca se in the as set return a.sstt
ni.ptt.on

Id ii ave de.e reaseti 20.1 it et period if

pension hetiefit expense by $9.8 niil.lion

Out estmc p0 tc Ic
sj icc Ix ta cc ol ii los ati on pm ntagus lot tu IssU class he in ge lot thu

domdhtie peris.idn piats Ae.rr ahfcsll6s ..

Asset Class
Allocation ttame

589X-85IX
Debt se.curities .... 5% 42%
Cash and certain other inve.stments 0% 5%

ot lLuutnliut 0l sutu il tlloc stwns ssuts ssithtn thu spur ilted tnc expect thu lu\t ol

ot tttltt in pcrstun pt to issut tUtit ns to lx to Itne is ith thu oxut dl ol itdit ol the in the Is it is ugh togs
is titan the ssct rI tssus \x Drur athut II 2111 md 2010 thu buns fit

p1 to flsd tnuomu issuts wete tnscstcd

nttttt otIs tn conse000n il tnsttumcnts hunuhni okud to thu 13 nd ts spit Aggire oc l3oud Index

ot loll mcI 2110 mmm Ott lundtng tuquttettiunts lot th plans is mc not ni tim tat llosx ci ci sc in

eontrihit.ions of $8.9 nilibn in 2011 and $6.1 million in 201.0 to improve die funded status of our qualified plans

en leo the p1 tarot ot hens fits node out non qu iltfls pe ttston p1 ins Ehusu uonttthuttons wuic hilly tax

dcc 1.1 t.i hI e.A
00

e- perc en tape point ch
ii

g.e
in the in

cl.i ng cI is con nt ra I.e won not have eli an ged the 21
lilt ttoutii Ittooteg it clottetneats stentftc titUs lot thu dotac situ p1 ills 01 2012 hue itu no stgntbt ant txttntmutn

tuncltat uqutumc nts toi out 05t00 plAits mdc oticntlx p1 innud olunt its lttndtne out pension p1 ins ti 20
is not material.

Por Rci/reo t.ea /Jete//s P/uos

Other ost-re.tirenteot benefit
plan costs a.nd related

assumptions we.re as follows

For the years ended December 31 201 2010 2009

In millions oF dollars

Ne.t periodic other post-retirement heneht cost $16.2 $17.5 $19.9

Assumptions

Average tliscot.tn.t rate assttnlption 5.7% 6.49$
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.... v4io iintrawsusp1i4uts3gh1afl t1iff .......

benefitcstt

4k one-pecentzgt point 4ecrsSe The 4ncount rate assumption wçaddhave dçcreased 201 net

penodkotbeTpostrehrem4tbeflefitCOStbY
$1 million

onepercefttat point increase iSe thsconnttate asumpUon would have inctefled 201 itetpenodic

other post-retnenlent
benefit cOst by $0 million

For thedoffiestic pcstvnrement beneflk plan deeza$1a the discountfle-aSstlmOO woui4 stultin

decrease iitbeneftt COpX becaus ofihelowef mtetestcost which iwotld more tha oftet the dnpaet ot the lower

dssount rate assumptJQn on the post4ekuement belfit objig$krn

Other post-ye4teept kflf1t obbgations n4 assqmptOnS wer$s fpflows

Dectifibeilt

2011 2010

Inmiluiotisof dollars

.1

Qtherpost-YedremcntbenefitoblPtlOn bA $3184 $306.3

AssufliPflod$

Benefit dbttgatlo dIsdount rate assutntrcM
4iS 2%

.1

one-perc4ntgp9ipt decre$e in the discour4x teastnt$Jl would pvetn4reased the

beçer 31 201 Loftwr post.etiteluent
ben Its obbgaiy $3 millroit

one-percentage point idcredsŁ in Ththwounttate assumpdtrnwould kve decreased the

-Dtethber31 2011 6therpotfttItement benefits bbligatlonwby $215 million

Gwfl$QIktr1itflbIeSt

We account for good will and other intangible assets by classifying intangib anets rns thtee tategotlest

intangible assets with finfle lives subject to amortIzation intangible assets with uidefinitelivcsiTOt subject

to amordvnlon and43guodt41l Fonntangiblnssetwlth finite hves impairment testing isrequindif

condthoM4xstThatAndicateAhTitln value may iot be recoverable fonntdnglble ass with indefinite

lives and Mg4w1llimpa1rmCflt testing is iequired at least aunullyntmtelttqtientlY if events tr

circumstances indicate that these assets might be impaired

We use two-step process to evaluate goodwill for impainnent In the first step wecompare the it value

of each reporting unit with the carrying amountof the reporting unhtdlnditgoft1WeeHt1
value of the repgrlfl mitt basc4 on djscounte4jfttutc cash flows3 If th esAhid fair value of tJs reportlnflnt

is less than the carqlng ioirn of the reponipgiS complpt oi4 stpp%detepsli thanzUiiti4 thç

goodwil Ji3patnt that we should xeco4 b199 scond stp1 we deteimine ililtvalt

reporting yn3t sisJvilL by allocating the repotung witsftfr value il1 ot se$t 1ibJxtjes
other thiY

goodwill including any unrecognized intanblc assets WeffihiwareetresiiltIi4mPIJettt v$n of thee

goodwill to the carrying amount and record an impairment charge for the difftmn6

The assumptions we use to estimate fM vahie ate based Bb the ftt eWormaà of taÆhr4difi1lmit and

reflectjxe projec4otis and assumptions That we use in cuitent operating plans
if

neeessaryio
estimates that we believe market participants

would use Such assumpfloni ate sje4hb change

due to changing economic and competitive conditions

We perform annual impairment
testad good will atthe beginning of the $utth 4tiaIltet of stch jfflr br4hen

circumstances drise that indicate possible impairment might exist Ma result of operating performance that

was below expectations we completed an impairment evaluation of goodwill and other thtanlblnS5etS

associated with Godrej flershey Ltd during the second quartet
of 2010 Based on this evaluation we recorded



non-cash goodwill Impairment charge of $44.7 million in the second quatler ot 2010 inducing reduction to
reflect the share of the charge associated with the noncontrolling interests We determined that none of our
goode ill is imp ito is oi Dci cmlxi 201 hu iii duu ol ow rodiut Huishuy UI iuporting unit

Ct udu its it 5100 tu hi
appt 05 mi itu 15 i\s Dcc umhui thu goode ill thou uud to thu

reporting unit was approximately $23.7 million The
assumptions used to estimate fair value were based on the

past perlormance of the reporting unit as well as the projections incorporatec.l in our current operating plans
Significant assumptions and estimates ncluded in our current

operating plans were associated with sales growth
protitahthty and related cash flows along with cash flows associated with taxes and capital spending The
discount i-ale used to estimate fair value was risk adjusted in considei-ation of the economic conditions of the

eporting unit We also considered
assumptious that market participants may use By their nature these

prolecnuns and
assumptions ai-e uncertain Potential events and circumstances that could have an adverse effect

on our assumptions include the unavailahility of raw or packaging materials or significant cost increases pricing
constraints and possihle disruptions tx our supply chain The fair values of our other

reporting units were
substantially in ex.ce.ss of thc.ir cauying values

Ow othei intangtble assets consist primarily of customer-related intangihle assets patents and tuidemarks
obtained through business acqwsitious We amoruze customer-related intangihle assets and

patents over theh
usttm ttt usulul lists ut tul hi is ot

uxisttug ti idc tiks th tt ssc iu dututmtncd to hu tndulinitt iii not

00011/Cd us flu itu oiti 0cm ks loi
itup utniunt by uomp ing tIe ntving mount ot thu issets to ttieti

estimated Lair value The tai rualue of tradetnarks is calculated usitig relief from royalty payments
methodology Tftis approach involves two steps In the first step we estimate reasonable ioyalty rates for each
trademark In the secoud

step we apply these toyalty 1-ales to net sales stream and discount the resulting cash
lbs to flu uimulc sit iluu hts liii tluu is ihun uompaiud cith thu

uiying tluu of cat hi idi uk thu
estimated fatr alue is less than the carrying amount we record an impairuient charge to reduce the asset to its

esti mated littr s-aloe The esttmates of future cash flows aie generally hased on past performance of the brands
and reflect act sales procctions and assumptions for the htands that we use in current operating plans We also
consider assttniptions thai market

participanis may tise Such assumptions ale sithject to change due to changing
economic and competitive conditions

We perform annual impaiimettt tests and ce-evaluate the useful lives of other
intangible assets with

indefinite lives at the beginning of the fourth quarter of each year or when circumstances arise that indicate

possible impairment might exist We determtned that none of otir other intangible assets was impaired as of
Dccemher 201 antI December 31 21 It

Commodities Futures and Options Contracts

We ttse httutes and options contracts and other commodity derivative instruments in combination with
loi is ard purchasing of cocoa products and other commodities primarily to reduce the risk of future price
increases pros tde visibility to future costs and take advantstge of market fluctuations Additional information
with regard to accounting policies associated with commodities hlitures and options coattacts and other derivative
instruments is contained its Note Derisyttit.e /nstrrupents Ut vi

fledging Activities

Our gains .losses on cash flow
hedging derivatives wete as follows

or thc scan endi Dr mt-it 31
201 2010 2009

In mittmons of dollars

Net after-tax flosses gatits on cash flow hedging derivatives $1 107.7 .f $78
Reclassi ftcation adiusttnents from accumulated other comprehensive

loss to income ..... 125 32.5 1.9

Fledge ineflbctiveness losses gains recognized in income beibre

tax

2.0 .8 .2

4$
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In 212 the Company expects reported earnings per share-diluted oU $279 to $2.89 Reported earnings per

share-di kited includes anticipated business realignment and impairment charges of 80 16 to $0 19 per share

kited talc dto the Next ru to pt ogt nit Rc
porn

ci moss iii ugm epoile 131 iii irgia md upoilc iii ngs

pci sh tic dii nrc ci tl hi
nip etc hs he el

yes ni idci non to ci osi ag and integi ition costs tel lIe ci to he

Brooksidc acquisition estimated at $0.04 to $0.05
per share--chiuteci We expect reported gross margin to increase

approximately 90 basis points in 20

In 211 the act cia return on pe.a 00
p1 as sets as he ow oi.n l.a ass ni.pti on ad di -cou nt rates were

lower which will result in higher non-service mlatec pension costs in 2012 Therefore we expect non-service

related pension expenses off 19 mtllion in 20 or 80.05 per share-diluted These
expenses include interest on

plan participants previously earned account balances offset by expected earnings on plan assets actuarial gains
or losses caused by interest raic changes and variations in pensioti asset performance and settlement costs which
accelerate ike recognition of actuarial

gains and losses when participants withdraw funds from the plans The

Company- cl.efined be.nefit plans are well futided anti have been dosed to oew etitrants since 2007 and 2-008
This results in ongoing service cosi.s thai rc stable and predictable compared to the non-service related

expenses
cc hich in hc cii \01111 Ic he

01 opan beli etc th It id 10 stud oct inc line lad c0 ni its pci sh it diluted Nc
xc ides non sei tee cI tic pc stun cx pc axes cc ill

pi ox ide inst slots oh hettei undei st ai cling of the

unclc tog ii oh lb iii of the ongoing host iios md thci foi ill hc cxc udc
begin ii tag in 2012 he

historical details of these
expenses is available on the Companys wchsite wiihin the Investors section

has good ci siN Ins mci out lull
yt Ii ost st iuct tic tad dc spite ghei input OsIs 201 ccc xpec

ldJ ci sted gi 055 01 in to mci ise thou 75 ha six points dii ccii hy
pi

odueti tIc tad cost ix mgs as cc ci is net

price realization Therefore we expect full-year adjusted earnings per share-diluted including adjusiment for

aoa-servi.ce relateo pen.soa expenses to uccrease 9% to

ote In thc On tlook No cc thc Cointi tax is piox icled ieomc ineasi ues cx cludin cci ii itt nis in addition to

act inc onie detc iii ned in Icc oi tare fhcce non CAA fi nanc iou tsui es di list in cc tI oat ing

results of operations lor internal pmpases hesc noa-CAAP measures are not intended to replace the

pi
cxciii ii ion of fin met il stilts in lecc ud inee it AAP If tIbet thu ot npany belies es cx elusion at such

iic ills ox dc tdclitlon il ofoi in it ton to tax est ors to leili ttc the comp ison ol pasl tad
pi usc at opei xci oa

Ia 201 th omp tat eoi dc AAP eh ii ces of 849 01111 iui oi SO IS
pci shat dihitd atti ihutahle to

Nc ext Cc ni ui
pi ogi nit and the pioii II suppl tin ti as It

ii at iUoa pi oci mi Addu ion
1115 in die

quai ici

of 2-WI the Company recorded pre-tax gain off TO million or $0.05
per share-diiuted from i.he sale of

tradeaiad iceasmg rights In 201 the .ompaax expects to recoicl total GAAP charges of about $55 millioa to

865 illioo or .50.16 to 51.19 per share-diluted attributable to the Next Century program Ia 2012 aejuisitida

closing and integration costs related to ihe Btxiokside acquisition are expected to he $0.04 10 80.05 per share-

tiled tad non xc tee cI itecl pension expenses spec ted to $19 mdl iou oi 80 08 PC sh di utc

Below is recooci iiauoa of CAA and nciu-CAAP ite-ms to the Coaipany 2010 and 201 adjusted
ara ing per sh aie-cI il titer mid ixij ectec adj steci ca to ags per share-cl ted for 20

2010 2011 2012 Proiceted

Reported 1808-Diluted
2.21 $2.74 $2.79 82.89

lain on sale ol t.radeaiark licensing righis ---- .05
otal Busiaess Ru ihgamc at tad nip Ionic at ho gus 16 19

Acquisition closing and iatcgratioa charges ---- .04 .05

J-\dltlsted BPSDiluted including aonser vice related pension

expenses .. .255... 2.82 203---3.O9
Noa-servtce related pension expenses .02 .01 .05

\cI
10

sled PS Dtlu ted uSc ding aon xci tiLt tel it ed pc asioo

elxpdii.sbf 1. 5N57 8283



Outlook or

In June 2010 we announced the Next ffotts to create an

advantaged supply chain and competitive ci I1

project implementation
costs for the

expect to tecotc

etjienditutts fot

amottizauofl foi

milbonto$25r
ii

isØlpectS to1r

NEW ACCOUNTING PRONOUN CtMENIS

During 2011 the Financial Accounting Standards hoard PA$B issued several ccottnting standards

updates which are as follows

In May 2011 the PASS issued an update
which was intended to improve the comparability of fair value

measurements presented and disclosed in financial statements prepared in accordance with CIAAP and

International Financial Repoitmg Standards IFRS The amendments itt this update result in commoti fair

value measurement and disclosure requirements
in GAAP and IFRS The update ecp1alns how to measure fair

value and does not require additional measurements This update is effective for our Company as of January

2012 and may requite ceytain additional disclosures associated with our fair value measures

in June2011 the FASB issued an update intended to increase the prominence of items rported in other

comprehensive Income and to facilitate convergence of GAAP and WR$ As result companies have choice of

presenulg net Income and other comprehensive income either in single continuous statement or in two separate

but consecutive statements We are currently evaluating the impact and will adopt this update
in the first quarter

2012

in September 2011 the FAS issued an update intended to sntplil bow entities test goodwill for

impairment Under certain circumstances two-step impairment test may be unnecessary
This update is

effective fr our Company as of January 12012 and we are cuirently evaluating theimpact on our testing of

goodwill
for impairment

Item 7A.QUANT1ThflVRz4ND QJAUTAnVE DISCLOSURES ADO flEET RISK

Required information about matket risk is included in the section entitled Accounting Policies and Maacet

Risks AssociatodWitli veInmetfoufldIôn pagis 31 through
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Rcpo ol Indepc ndnt Reg stc cd Public Accounting Fm on ons tOc ited mc ii St tic nouN
onsol itcd St itenients of Income to din cat ndcd Dccc mhc 20 2010 and 2009
on so id it cc ilanc Sbcc of Dccc mhe 2011 md 2010

onsol ciii cc Si ntc rncn is ot bh lois Jo tlic ci ndcd Dccc mhc 2011 20 and 2009
on so tic Slit cmc nts ot Stoc kholdc qu In thc cndcd Dcenih 20 2010 md
2019

Notes 1.0 Consolidated Thian.eia Statemenc

Item FINANGIAI TA 1EMENTS ANI SUPFLEMKVJI4 i4 JA

53

55

56

58

..59

52



tSOSI 4N1AS

The He het Oitip.tii is pon jh Ic oi the fin mci ml mcmi and oth fi iii ntot lion co It med

ii this repol
We be thu th finm itt tat me at hat pared in onfot ir th oen Iv

tee Pt connl in pi icipics appi oprht under th ii eum tanee to tin all matci cii the

uhst in of ippli ill ci and Is tnsaetions in prepai in th ha incial lit in ifs it ii ai ihtt

ua ment make mum ti tc and jnd mci ii he 0th fin mend ii
toi inati 01 th annual epot

cc ns nt with the financial stat in nt

We inaintii sy it in of in ernal acconnti ng eonti oh dcii ii to pi
nv eaton iii in nec that

finan iii wd cliabl foi pi of
pi ep

mo fin nci ii statem nts and Ii it i0f ii eannied

foi and safegu ded The on ci of as 111 ranc is on the rec anion tin th of th vii in

mu ci Ito the hen fit to rived We Ii on in pm ides in ppropriate hi in in tIns

aid We maint tin -in late nal Audit p-n-tin at which ret iew the id quae and mitt th appi ition of

nit mat onntin coi no

hL 010 md 2009 fin ci tat ni ml hi en audits KPMCi IA an indcpendnt tet

puhhc eountin finn KPM ort on out financial hi inents in ud ci on pa

Th Audit otnnnttee of th oaid of Dire tori of the oinpan eon isting oh of aid pen ii

nonman -tg in dir mom if ai ith the independ it audi tori intem on and tori and nanafein it to

hisen imnon ther thi thc udi cop md suit KPMC LP and tli nil nil and oi both hat lull and

fi i_ li Ii Audit oinmil with nd ithont th fCS lice fni in nit nt

omm 3111 cc Hombe itonso

huJ xc utile Officer Chief rhuWerni Jfi

51



REPORT OF V4DEPENDENTREGI$TEREJ flJflIC ACCOUNTING FiRM

11çBpudpfirççtors and

The trçy Company-

We have audited the atfcOnipanyhTt consolidated balahee sheets of The He hey Cotæjny an SubM i14

the Conipaiy as Of Decembet3 2011 and 2010 and thttelated consolidØtØd stgteffieæfófiækse sth
flows and atOckhotde equity for eaóh df theyears in the thtŁiyeirpetibd ended Deoæbºi 3t2W thS
consolidated financial statements are the responsibility of the Companys mäü to

express an opinion on these consolidated financial statements based on our audits

We condutted our audits in aócordaiicewith the tSatdstf The PublkComæyAthiiüin Oversight

BoaSUtffiŁd States Those standards retjüire ihatelaWandperfórMtheandWtoóbtaiijiejöiableMsthttce

about wh6ther the financial statements ire free thatŁYial mistitenient Antitlit includes am1 lag on tS
basis evidence supporting the amounts and dhôloiuit in thtlnahöiÆlitifeiSth
assessing the accounting principles used and significant estimates made by managemeM efiâevilOitln
the overall financial statement presentation We believe that our audits provide reasonable lasis for our

hiorr

In our opinion the consolidated financial statements referred to above present fairly in alt material respects

the financial position of TheHttsheCthnpaiyanflubsldiaries aof Deceibbâ 312011 td20i0thd di
results of their oftv iloils ud Their cash flows for eacli the years In thithiee-yst eriodtºdŁd ii31
201 conformity with U.S getie il accepted acàduæsingprinoiples

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board

United States the Companys internal pontibi over financial reporting as of Decernber3120l based on

criteria established in Internal Cqntrot-Integrated Framework issued by the Comm3tte ofSpoflsonng

Organizations of the treadway Cgnlwon COSO and our report dated Fniary 17 0l
Cxprçssed an

unqualified opinion on the effectiveness if the Companys internal donfrol over finiæcial reporting

New York New York

February 17.2012
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THE HERSHEY COMPANY

CONSOUIDATEL BALANCE SHEETS

December 31

In thousands of dollars

ASS

Current Assets

Cash and cash equivalents

Accounts receivable trade

I.nventoris

.Ddferred income taxes
lkepaii expenses and other

loral current assets

Property Plant and Equipment Net

Goodwill

Other Intangibles

Deferred Income Taxes

Other Assets

Total aHeB

693686 884.642

399 499 29006

648953 581 622

136861 55760

167559 141132

2046558 2005217

1559717 1437702

516745 524134

111913 123080

38544 21.387

138722 161.22

4.4121.99 412tt22

420.017 $410655
62186 593308

1899 9402

42080 21088

97593 261.392

1173775 1298.845

1748500 1541825

617276 494461

3539551 333513

notes to consolidated financial statements are an integral part of these balance sheets

20 2010

LIABILITIES AND STOCKHOLDERS EQUITY
Current Sabilifles

Accounts pay6hic

ACcrued litbihties .......
Accrued ineotrte taxes

Shortterm debt

Current pornon af iong1cnn debt

Total current liabihties

.ong.tenn Debt

Other Longterm Liabilities

Total liabilititss

Commitments and Contingencies

Stockholders Equity

The Hershey Cunipanv Stockholders

PreIerrcd Stock shares issued none in 2W and 200
Common Stock shares issued 2.99.269.702 in 2111 and 299 95.325 in

2010 299269 299195

Class Common Stock share.s issued 60.632042 in 2.01 and

60706.419 in 2010 60632 60706
Additional paidn capital 490817 434865

Ret.aioed earnings ............................. 4699597 4374718

it isut omino Stock xh ucs it cost t4 69 826 in 01 md

132 871.52 in 20l0........................... 4258962 dM52101
Accumulated either comprehensive loss ........... 442331 25.067

The Hershey Company stockholders equity ................. 849022 9023 16

Noncontrolling interests in suhsidiari e.s ......................... 23626 352 85

Total stockholders equi ty.............................. 872648 937601

Total liahilities and stockholders equity ................ 4412199 4272.732
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SUMMARY OFS1674HICANT4CCOUNTJNG PQLICIES

OuY$ft11ftfl acc44niqiIc1e$Ire oiieIow Sin 0dm n6tes to tps$1idat1nc
stamenS fre kv ma4 cqoi reciasiflcadâ to prfor year amows tq PieZl

Prlnd$esoftonsoljdation

Our consoli4ate4 inaniaI sxstemeprsiniu4e Anceoqpts oftike comppaid6ç m4-ofl
subsitharhs and nhitieith whk1 4e8avta ant11inj fingzcW iestrtM aithmuitfWofmierdoiiky

accounts and transactions We have controlling financiat we Own majority of the outstandthgvôting

coimiton stock and minority shareholders do not have substanttve participatrng nshti or we have sigufitant

control over an entity through contractual or economic interests in which we are the pnmarySiai
.9

.2 t/9

rn May 2007 we entered into an agreement with Oodrej Beverages pd eods Ltd to manufacture and

distribute confctionery products snacks and bStage QtYoks ThdlsL tinder ffiflgMstei wtM 51%

controlling interest in Godrej Hershey Ltd This business cqwsUcfl in4itr4edaojit consoU4atedflnnnclal

results including the related noncontrolling interestrI /94

In January 2008 out Brazilian subsidiary flershey do Brasit entereiUiOA 4oOper4tiflagieetSit with

Pandurata Netherlands ft Bauducco leading manufacturer of baked goods mBrazil whqse pnmaiy

brand ttjat4uoco USflls ageennitwe manufacture and insandih4 11 id hsSbdte tmrproducts

Tit agStntnt tonnyed 49% Interest In Hershey tb BStl to BkUdcoYW htaThtan SI%4fllrOllhlg

intettstIldler3hieyd6Brasil .9.9

.9
.2

Equity Intestments

We use The equity method of accounting whei we have 20% to 50% interest in other conipames and

exer4s 4nxflbthauflu Wthee 091W otSfsUtst aMastedby
out shaft ottiwdS1buted Sns tsr Jose ottftese cthanierjoI hteÆtc$iek t4b.Ththlio

of bece1iei 31 201 dnit $ifltuilIiS as ttDecembefll 2010 flvethsdts are tflcl4de4 ni obet

assets in the Consolidatl flalaise Sheets 4tiItyItWstthSnts 2àit rernewŁ4t ii t$iinnrwhene4eteven6

changes in circumstances indicate that the caitying amount of the investments may not be Tecoverable In May

2001 we entered Into manufacturing agreement in China with Lotte Coeotionery Cdmpany LtD tGplPdtlce

Hershey ptoupt nd cçtwn I.otte product fç the ijaels in Asia.pamculariy 52hi.na W9 ow 44% interest

inthisentity

.2
.9

Use of Estimates

The preparation of financial statements in confomdty with generally accepted accountlngprlhczples

GAAP re9wres inanagenient to make estimates and assumptions that affect the reported amóIfnts otSts
and hab4iues tJipi c4hfipancta1 atenieflts and tevees .n4q eSurftig4wyepttn penod

Critical kcounPng-cstimatemvotvod n.pp1ywgrnr accounfipg policIes are4bQsest reqwre nianagenielt to

make assumptions about matters that are highly uneftain at the time The accotnhtig estimate was niade an4 those

forwhtch different estimates reasonably could have been used for the -current period Critical accounting

estimates re also those which are reasonably likely to change from verkxl
to

peioci and would hiye matrIaJ

impact on the presentation of our financial condttion changes in finSiUd conditión Or Miusobetiiofi but

mostcnUcalanftflgesflmatespflntfl0enftn$PcilWeG0tacCOUeiVaSe-t4mde4 citied

tiabibties pension anOther postrettrement
benefit plans and -and tither intangible-assets

r9



THE HERSHEY COMPANY

NOTES TO COl SOLIDATE FINANCIAL STATEMENTSContinued

These estimates and assumptions are based on managements best judgment Management evahiates its

estimates anc assumpiions on an ongoing basis nsing histot.ie.al experience and other inctors including the

cnn 01 econom ens ii earnest tub in an igc went lit lies us to he ie ison thi undut the cii camst inc us IdI

such estimates and assumptions when facts and circumstances dictate Volan Ic credit equity foreign currency

commodity and energy markets and changing macroeconomic conditions have combined to increase the

1.1 certai t.v inherent such sti m.ate and as sl.i mpti on future events and the.i filie ts cat not .he determined

with
pit

uiston icuol iusults con ddlei stgnihc ntIs hom thcsu ustim iks Ci inee in these csitm iRs tesulni

how onti nui ng cli in ees in the cc ononitc it ionic nt is ill he fkck in thu fin mci il sflk mc nts in cut tn

peri.ddf
....

Revenue Recognition

\Ve record sales when all of the flihlowing criteria have been met

did cuslomci otdc with tixcd pure his hc en iccuisud

The product has heen delivered to the customer

There is no t\irther signtfican.t obligation to assist in the re.salecrf the product and

Colleetahility is reasonably asstu-ed

Net sales include revenue Coos the sale of lnished goods and ixiyalty income net of allowances for n-ade

proniotions consumer coupon programs and other sales incentives and allowances and rliseounts associated with

igud oi potent ills tins ile nile
pi

odnets Ii mdi
pi omottonc md ii us inc coil cci pn iii oily nul tide cducc puce

he cut inc tub aidiong displ iss mlcs ci ow in tncuntis us Ouw ituni illoss anus md nopet ii is itls ciOsing

Cost of Sales

st ol stIes iuptuiuo coos diicuily elated ihu in tout ictittu mcI disnihuttoo of oui products Pnm ny

costs io lode six ale dx cc tgin dii eec mhoi os ci lie ccl shipping md mdl ng Sc nu boa sing nid the

dulii cci ilion of manul iutul tog ci uelousing mod disti ihnnon tuilities \l ioulautut inc oc mu id tnd is iced

uxpunsc ide ml tes is mgc umplos cc net its tilt tic in minten inc uid
pi opel ty

esus

Selling Marketing and Administrative

Selling mndcei ing nod administrative
expenses represent costs incurred in generating revenues and in

rita ag i.n or ho si ties So eh cii sts inc lode ad ert.i and other in a.rk.eting cx pen ses salaries top oyhf

heoefits ioccottvc compensation research and development travel office expenses amortization of capitalized

sottvare and depreciation of adrn.mnistrative facilities

Cash Equivalents

Cash equivalents consist ot
highly liquid debt osirninents time deposits and nioney market foods with

onginal oiatnritie.s of months or less The fair value of cash and cash equivalents approximates the carrying

amount

otnmoditit ntnns and Options ontracts

We cntur tnt onanod ties tuRn es md options uOoti itt wd othui uomtnochtiy dens 015 list uniunis to

reduce the effect of price fluetual inns associated with the purchase of rasv materials eoemgy requirements and

trar1sportatton services We repor the effective por ion of the gain or loss on derivative instrument designated

6t.l
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TUE HERSHEYCOMPANY

NOTES TO CONSOLIIATEt FINANCIAL STATEMENTS4Contlnued

Our intangible assets with indefinite lives consist of trademarks obtained through business acquisitions.We

do not amortize existing tradmarlcs whose useful lives were detetmined to be indefinite We conduct impairment

tests for otherdotangible assetswith indefinite lives and goodwilL at the beginning of thefourth quarterof each

year or when circumstances arise that indicate possible impairment might exist

We evaluate our trademarks for impainnent by comparing their carrying amount to their estimated fair

value.Thofairvalue oftiademarks iscaleulated usinga relief from royaltypaymentsflmethodology.This

approachinvolves atsvo-step process in the first step we estimate reasonable royalty rates for each trademark

In thesecondtpqwe applythese royalty rates to net salesstteam and discount the resulting cash flows to

determine fair value This fair value is then compared with the carrying value of each trademarkdf tbe estimated

fair value is less than the carrying amount we record an impairment charge to reduce the asset to its estimated

fair valucThestkmates of futureeash flowsare generally based on pastperformance othebrands askf reflect

net salespItjeetSsandassumptions forthe brands that we use incurrent operating plansvWe al$icbftsidºr

assumptions that market participants may use Such assumptions are subject to change due ttxchaiiging economic

and competitive conditions

We use two-step process to evaluate goodwill for impairment In the first stepwecoinpare the fair value

of each reporting unit with the carrying amount of tljç reporting unit including goodwill We estimate the fair

value of the
reporting unit based on discounted future cash flows If the estimated fair value of the

reporting unit

is less than the
carrying amount of the reporting unit we complete second

step
to determine the amount of the

goodwill impairment that we should record In the second step we determine an implied fair value ot the

reporting umts goodwill by allocating the reporting units fair value to all of its assets and ltabThties other than

goodwill including any unrecognized intangible assets We compare the resulting implied fair vâlüŁ of the

goodwill to he
9arry lug amount and record an impairment charge for the difference

The assumptions we us to estimate fair value are based on the past performance of each reporting unit and

reflect the projections and
assumptions that we use in current operating pla We also adjust thee assumptions if

necessary to estimates that we believe market participants would use Such assumptions are subject to change
dæe to changing economic and competitive conditions

Based on our annual impairment evaluations we determined that no goodwill or other
intangibic assets were

impaired as of December 312011 and December 3t 2010 As result of operating FSiiiiic Thita bet

expectations we completed an impairment evaluation of goodwill and otherintangible assetsofGodrejHershey

Ltd duringthesecondquarter o12010 As result of reduced expectations for futurecrash flowsfrom lowerthan

expecte4 profitability we determined thatthe carrying amount of Codrej Hershey Ltd exceeded itsfair value

We recorded anon-cash goodwillimpairment charge of $44.7 million in the second quarter of0i0 to reducethe

carrying value of Jodrej Hershey Ltd to its fair value including reduction to reflectthe share of the charge

associated with the noncontrolling interests There was no tax benefit associated with this charge

We provide more information on intangibk assets and the impairment testing reiuits in Note itt

SupplemØAkzl ôJant Sheet Jnfoniiation

CompreIe1s1ye Income

We report tomprebenstve income loss on the Consolidated Statements of Stockholders Equity and

accunulated other comprehensive income loss on the Consolidated Balance Sheets Additional information

regarding comprehensive income is contained iii Note Comprehenczve Income
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THE HERSHEY COMPANY

NOTES TO CONSOLIDATED FINANCIAL SikTEMENTS-.Conftnued

Advertising

We
expense advertising costs as incurred Advertising expense which is included in selljpg marketing and

administrative expenses vàs $414.Zthilhionin 2011 $391.1 miilióh in2CitOänd $24llhiillknlji2O We hid

no prepaid advertising expense as of December31 2011 and as of DecŁmbEi 31 20 tO

Computer Software

We capitalize costs associated with software developed or obtaifled for internal use when both the

preliminary project stage is completed and it is probable that computer software being develojie4 will be

completed and placed in service Capitalized costs include only external direct costs of materials and services

consumed in developing or obtaining internal-use software iipayroll and other related costs for employees who
are directly associatd with and who devote time to the internal-use softwkcproject and iii interest costs

incurred when material while developing iniernal-use software cease
capitalizationof such costs no later

than the point at which the project is substantially complete and ready for its intended purpose

The unamortized amount of capitalized software was $49.4 million as of December 31 2011 and was

$45.5 million as of December 31 2010 We amortize software costs using the straight-line method over the

expected life of the software generally to years AccumtilitSarnizAtlon biciPitili dsoftisae was
$232.8 million as of December 33 201.1 apd $211.6 million as of December31 2010

We review the carrying value of software and developnent costs for impairment in accordance with our

policy pertaining to the impairment of long-lived assets Generally we measure impairment under the following

circumstances

When internal-usc computer software is not expected to provide substantive service potential

significant change occurs in the extent or manner in which the software is used or is expected to be

used

significant change is made or will be made to the software program and

Costs ofdeveloping or modifying internal-use computer software significantly exdeed the amount

originally expected to develop or modify the software

ACQUISITIONS AND DIVESTITURES

In February 2011 we acquired 49% interest in Id-Us Inc of Boulder Colorado company that

manufactures markets and skits nutritional beverages under the mixbrand name We invested $5.8 million

and accounted for thft investment using the equity method

In March 2009 we completed the acquisition of the Van Houten Singapore consumer busines The

acquisition from Barry Callebaut AG provides us with an exclusive license of the Van Houten brand name and

related trademarks in Asia and the Middle East for the retail and duty free distributionchannels The purchase

price for the acquisition of Van Houten Singapore and the licensing agreement was approximately $15.2 milion

Total liabilities assumed were$3.6 ii1lion

We included results subsequent to the dates of acquisition in the consolidated financial siatkments Had the

results of the acquisitions been included in the consolidated financial statements for each of the periods

presented the effect would not have been material
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BUSINESS REALIGN NTN PA NTCJARGES

In June 2010 we announced Project Next Century the Next Century program as pitt of our ngoing

efforts to- create an advantaged supply
chain and competitive

cost stmcture As part of th program production

will transition from the Companys century-old facility at 19 East Chocolate Aentie In Hslwy Pennsylvania

to an expanded West l4ershey facility which was built ifl 1992 Production from the 19 East Chocolate Avenue

plant as well as portion
of tiwwodcforce will be fully transitioned to the West flevshey facihtyplimanly

during the second quarter
of 2012

We iOw estimate that thit4ext Century program will intur pm-tax charges and iton-recumng project

implementation costs of $150 million to $160 million This estlate includes $430 ntfffion to $144 milhou in

pre-tax business realignment arid Inipaument charges and approximately $20 million in pmject iniplementation

and start-up costs Total costs of $434 Million were recorded luring 2011 and total OoStS of S53 million were

recordedsu 2010

In September20 we entered into salt and leasing agreement for t1W19 Thtst Chtitolate Avenue

manufacturing facility
with Chocolate Realty DS Delaware Statutory Trust Chocolate RSty DST Is not

affiliated with the Milton Heml$ school Trust Afleflflafluthflhtflas fully fnqjshioned to our West Rerhey

facility we intend to contintie srng portIon of the building for idmih1statiteoff1e spaeE As result of our

continuin uwotvemettt and use of the property we are deemed to be the Snef of the property tot accounting

purpose We received net proceeds of $41 million and recorded Teae financing dbliptloit Ot$50 million

under the leasing agreement The initial term of the agreement expires in 204

Duæiig the second quarter of 2010 we completed an impairment evaluatIon tfgobtlwIff
and other intangible

assets associated with Godrej hershey Ltd Based on this evaluation4 we recorded thn-bath SdodwilJ

impairment charge tff $447 million including reduction to reflect he share of the cTiarge asbciate4 mth the

noncontrolimg interests

During 2009 we completed our coin ptehnslve tfreeyear suly qbaiii$ran$ottnatlon program the

global wppiy chain a4nsfornahop program Maihifctuting facilities in Naugatuclc Connectiçtit and Smiths

Falls Ontario have been closed aid are being held for sale The carrying value of these properties was

$69 million as of December 31 2011 The faii value of these properties was estimated based on the expected

sales proceeds Actual proceeds from the sale of these properties could differ from expected proceeds which

could cause açldttional charges or credtts in 2012 orsubsequnt yars

.4

.4

.4

.4

.4
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THE HERSHEY COMPANY

NWtSTO CONSOLIDATED FINANCIAL STATEMENTSU ontinued

Charges credits associated with business realignment initiatives and

2010 and 2009 s1 re follows

For the years ended December

to thousands of dollar-s

ost of sales

Next
Century program

Global supply chain nansliormaton
pi-ogram

Total cost of sales

Selling marketing and aclministiative

Next Century program

Gi.ohal supp.l.y chain transformation program

Total selli.ng mark.eting and administrative

Bnsi ss realignment and impainiicnt charges net

Next Century program

Plant closure expenses and Fixed asset impairment

Employee separation credits eosts

Global snpply chain transformation program

Net gain on ale of fixed assets

Plant closure expense

Employee se pa ra t.i on ens

Pension settleme.n.t loss

Contract ternsi.i5ation costs

Godrej Hershey Ltd goodwill inipainnent

Total business realignment and impairment L-redits

cha.rges net

Total net charge.s issociated with hnsiness realignment initiatives

and impairment

iVeat Cm ito-v I-Iog rOOt

tin pa tni en record dn ring 20

2011 2010 2909

$39280 513644

.. 5816 ---- 10.136

45096 13644 l0136

4961 1493

620

4961 1493 6120

8620 5.5 16

9506 33225

3418
---- 22157

453
604

1231

44 11

886 83433 82.875

$49171 898570 899.131

The charge of 539S million recorded in cost of sales during 201 related primarily to accelerated

depreciation of tixed assets over rednced estitnated remaining nseful life associated with the Next Century

prom tm chiee ol 550 tnillioo ssas ici otdcd to selling nt tiLting tnd idministi inst expens during 0l

protect adniinistratton related to the Next Century program Plant closure expenses of $8.6 million were

recorded to 2011 primartly related to costs associated with the reIn ation of production lines Employee

separation costs were reduced by 59.5 nti II ion during 211 which consisted of an .2 tuillion credit reflecting

lower expected costs rela ted to voluntary and involunt.ary terminations at the two rrtanufactnring facilities and

net henefits curtailment loss of l..7 million also related to the- employee terminations

Th.e charge ot $13.6 million reccrded in cost of sales during 2010 related primarily to accelerated

depreciation of fixed assets over reduced estimated remaining nsebil life associated with the Next Century

program charge ol .5 nt illion was recorded in selling marketing aitd administrative
expenses luring 2010

for prnect administration liixed asset impatrmettt charges of 85.5 million were recorded during 2010 Tn

dete rm in.i ih costs i-cia ted fixed asset i.m pa rmen dir val tie was at ated based on die cx pee ted sal e.s

proceeds. Employee sepa.ration costs of $33.2 mi.lbon during 24 If were related to expeci.ed voluntary antI

involuntary terminations at the two manufacturing tiacilities
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THE HERSHEY COMPANY

NOTES TO CONSOLIDATEJ FINANCIAL STATEMENTSContjnued

We own L% controlling interest in Hershey do Brash under cooperadve agreement with Pandurata

Netherlands B.V Bauducco leadIng manufacturer of baked goods in Brazil whose primary brand is

BauducØó là September 2010 the Company contributed cash of apprOxiniatŁly $1.0 millkin to liershey do

BrasiländBauduccocóntributed approximately $0.9 inillioii mc noncontrolling interest là HeSheydoBiasil is

included in the equity section of the Consolidated Balance Sheets

The decrease in noncontrolling interests in subsidiaries from $35.3 million as ofDeciinber31 2010 to

$23 million as of tecember 31 2011 reflected the noncontrolling interests share of losses of these entities as

weflasthiiækofcurtency traMlationÆdjustnieats.Thi share of losS pettaiælng to the ntiædoàOlling

interests in subsidiaries was $7.4 million for the year ended December 31 201 million the
year ended

December 312010 and $4 million for the year ended December 31 2009 This was reflected in selling

marketing and administrative expenses

COMMITMENTS AND CONTINGENCIES

We enter into certain obligations for the purchase of raw materials These obligations are primarily in the

form of forward contracts for the purchase of raw materials from third-party brokers ajid dealers Those contracts

mtnimize the effect of future
price

fluctuations by fiting the price of part or all of these purchase obligations

Total obligations for each yfCSisied Of fixed price coniricts for thepurthaseof ØEsnimodities anduiiprkod

confrais thatwere valued uiæg miket ricesas of December 31 2011

The cost of cOtnmodities associated with the unpriced contracts is variable as market prices change over

future periods WØuiltigate the athbility of these costs tOthe extent that we hiave entered intO onünodities

futures and options contracts or other commodity derivative instruments to hedge our costs for those periods

Increases or decreases in market prices are offset by gains or losses on commodities futures contracts or other

commodity derivative instruments Taking delivery of and making payments for the
specific commodities for use

in the arinfacture of finished goods satiiflSbur obligations under the forward purchise conthieis each of

the three eaæilthe period ended December 201 we satisfied these obligations by taking delivery of and

making payment for the specific commodities

As of December31 201 we had entered into purchase agreements withvarious suppliers Subject to

meeting our quality standards the purchaseobligaiions covered by these agrements were aifollows as of

Decethber3l2OlI

ObligatIons 2012 2013 204 205

In millions of dollars

Purchase obligations $1315.1 $488.2 $26.3 $7.6

We have commitments under various lease obliations Futurc minimum payments under lease obligations

with remainiàg term in excess of onC year were as follows as of December 2011

LeaseCoinmkmenta 2012 2013 204 205 2016 Thereafterr

IuSllonsofdollars

Future minimum rental payments $16.9 $1 1.1 $8.8 $7.7 $6.7 $7.4

Future minimum rental payment reflect commitments under non-cancelable operating Leases primarily for

retail stores warehouse and distribution facilities offices and certain equipment
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NOTES TO CQNSOLWATED flNANCtALeSTATEME$SCondnued

We have number facihtiethat conlain varyingainounts of asbestos in ceitain locauonsmthui the

facilities Our asbestos managauent program is compliant with cuittnt applicable itgutattons Cotttnt regulaftons

requke Thatwflandlc or dispose ofasbestss in peci4 manner uçJ fsqjIJUsund4rgQ major renovationta are

demolished flans aswciad with the da manufactunngfaity irntkfiet Ceitury program may

require thc removal asbestos The eshtç4 hab1ty issoai4 with he possible TCflOV4QfaSbStQS from the

fafluyi not maiand hiciuded in 04f Sfttfl$tes With cegard totthcrfacihtrns4 we beliese wedo not bve
snfficent rnfoimation toesomate the fair value of any asset retirement obligations telated to those Jacthties

cannot specify the settlement date or range of potential settlement dates and therest sufficient information is not

available to apply an expected present yalue technique We expect to intain the facItIes wnb repairs
and

maintenance actjvities that6kiM Oct inotve ot tqujie tht ftijoaTOt be1to4

A5 cit Decembr 3L O11 ettain re1 esjate asspiste4
with she ctQsws fldIhks n4pr the gobal supply

chain traistonflation pogram was belpg h4d fo Wate pot aware ot any stgni$qant hJigatrons related to

the environmental tØ4medition of these fatUities which have not been ref letted in our cunent estimates

In 2007 the Canadjan Competition Bureau began an investigation of pricing practtccs ty flrskey Canada

Inc and othefcbotOlthe SIues InaddttidnTht US telMnlen of Jusuc SfIE4 tr$ConaiY 2007

that it had opehed dIrytut1as not requàted any intrthAtlott or docuiiients Th uh$an COiltmiss6n9

had requested information but subsequently informed the Company that ithad closed its file We also are party

to approximately 90 related civil antitrust suits in The tintted States and
1319 Canada Ceitain of

these claims

contain class action afttgatiops intiit on tiehalt of
tlirqçit pucvhatb ofoiir producIs t4e11

purtIasexs that pwcIse our protiutts for use Ifot resale these tufts allgecoracies in Straint trade

copnction with the pÆthng iactfces billie Company Several other c$otolatŒajid to ifoneir Ot4th14s aie

the stthject
ot investigati6g tndIor inquittesby the govethSnt entitía itferenced aIove9an4 hi$e Also %een

named as defendants in the same litigation One Canadian wholesaler is also cubjett of the Cindian

investigation In ouy inion these proceedings should no% have material advereeffecton the financial

position lfcndity
6trªults ofqpSons otihetton4an9 theCompany iscoopera thThe govesnnteat

invest gatItnt akiitquitwrs and intends to dfeitd lilti lawsuitivigoously With tprU to tlpU awsuits

we are n4raSio detSnilne range tbr
911

amount of any potential flabilny bai xtatotæably posalle On

December 31 01 ftershey Canada Inc enieiwf into an agjtecnent t6 eitje the Candii ciVil uØot vW

national class-wide basis for the total sum of $5 million Canadian dollars This agreement is subject to court

approval

We have no other matethi pending legal proceedings olherthanordtnaiyjmittne btlgatton incidentS to our

business

1FRlVAttVE1NS1tMErttS AND iI$PGINt ACTWES
We classify deivatives assets or liabilities oit the balance sheet Accounting for the changein fair value

of the derivative ndsbn

Whether the insuuiment qualifies for and has been designated as hedging relationship and

The type of hedging relationship

There are three types tbedgipg reIlatcsnships

Cash flow hedge

Pairvaluerhedge1and

fledge of ibreign curreitcy exposure of net investment forrgn operation
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TUE HERSHEY COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-.--Condnued

As of December 311 201 and 2010 all of our derivative instruments were classified as cash flow hedges

The amount of net losses on cash flow hedging derivatives including foreign exchange forward contracts

and options interest rate swap agreements commodities futures contracts and options and other commodity

derivative instruments expected to be reclassified into earnings in the next 12 mOnths was approximately

$71.3 million after tax as of December 31 201 This amount was primarily associated with commodities futures

contracts

Objectives Strategies and Accounting Policies Associated with Derivative lnsflrnepts

We use certain derivative instruments from time to time to manage risks These include interest rate swaps

to manage interest rate risk foreigà currency forward exchange contracts and options to manage foreign euæency

exchange rateliskaiid commodities futures and options contracts to manage commodity niarket fkti sk

exposures

We enter into interest rate swap agreements and foreign exchange forward contract and options for periods

con.sistent with related underlying exposures These denvative instruments do not constitute positions

indepbndentof th6it apsures

WeŁnter into commodities futures and options contracts and other derivative instniriiŁnts for varying

periods These commodity denvative instruments art intended to be and are effective as hedges of market price

risks associated with anticipated raw material purchases energy requirements and transportation costs We do not

hold or issue derivative instruments for trading purposes and are not party to any instruments with leverage or

prepayment tStutes

Ln entering into these contracts we have assumed the nsk that might arise from the possible inability of

counterparties to meet the terms of their contracts We mitigate this nsk by perfoamng financial assessments

prior to contract execution conducting periodic evaluations of counterparty performance and mamtamxng

diverse portfolio of qualified counterparties We do not expect any signtticant losses from counterparty defaults

Interest Rate Swaps

In order to minimize financing costs and to manage interest rate exposure from time to time we enter into

interest rate swap agreements We include gains and losses on interest fate swap agreements in other

comprehensive income We recognize the gains and losses on interest rate swap agreements as an adjustment to

interest expense in the same period as the hçdged iflterest payments affect earnings.We classify cash flows from

interest rate swap agreements as net cash provided frothoperatinjactivities óntheCoiisolidÆted Statenterits 61

Cash Flows Our risk related to the swap agreements is limited to the cost of replacing the agreements at

prevailing market rates

Foreign Exchange Forward Contracts and Options

We enter into foreign exchange forward contracts and options to hedge transactions primarily related to

commitments and forecasted purchases of equipment raw materials and finished goads dŁnOmiæªted in fortign

currencies We may also hedge payment of forecasted intercompany transactions with our subsidiaries outside of

the United States These contracts reduce currency risk from exchange rate movements We generally hedge

foreign currency price risks for periods from to 24 months In entering into these côntratts we have Issumed

the risk that might arise from the possibleinability of counterparties to meet the terms of their contracts As of
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Ti-Hf HERSHEY COMPANY

NOTES TO CONSOLmATED EINANC1ASiATEMENTsç0flf1110d

Over the last three years ow- total annual volume of futures and options traded in coniunction with

commodities fledging strategies ranged From approximately Sf1000 to 60000 contracts We use lutures and

opttons contracts and other commodity dertyative tustruments in combination with forward
purchasing of cocoa

products sugar corn sweeteners natural gas tuel oil and certain dairy products primarily to provide lavorable

pricing opportuntnes and flexibility in sourcing our raw material and energy requirements Our commodity

procurement pract.ices are intended to reduce the risk of future
price increases and provide visibility to future

costs hut also may potentially limit our ability to benefit from possible pt-ice decreases

Hedge EffeetivenessCotnrnodities

We perform an assessment of hedge effecttveness thr conimodtttes futures and options contracts attd other

commodity derivat we tnstruments on quatierly basts Because of the rollover strategy used for conituodiries

futures eouoaets as required by tutures marker eondtuons some ineffectiveness may result in hedging forecasted

manttfaeturtng requirements This occurs as we switch futures contracts from nearby contract positions to

contract positions that are tequired to fix the price of anticipated manufacturing requirements Hedge
tnefiectiveness may also result ftotu variability in basis differentials associated with the purchase ofraiv

materials for manufacturing teqtttrenients We ecord the ineffective portion of gains or losses on commodities

futures and options contracts ctto-ently in cost of sales

The prtees of cotjtnodities ftttttres contracts reflect delivery to the same lcatin \bet-c we take delivery of

the ph si cal co in mod ties .fh.et-efme rh etc is no neffec ti ye ness .res In ng fl-nm di fflsrea ces in loca.t ton betwee
tt

the den vanive and the hedged item

titanctal Statcrntnt et ttton trtd mounts Pt lining to Dci ix atn ltistt ttrncnts

flue fair value of derivative nstrttments in the Consul idated Balance Sheet as of December 201 was as

to 110 \V5

Foreign Exchange Corumod ittes

Forward Futures and
tote rest Rate Swa Contraets Options

tittanir Stir ipoon gi wilt nis mit Options ontt it ts

to housa mutt ot ttoita ms

Prepaid expense and other crtrt-ent assets

Other assets

.Accrued liabilities

Other longterm liabiii.ties 12
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THE HERSHEY COMPANY

NOTES TO CONSOLIDATED FiNANCIAL STATEMENTSContjnued

The effect of derivative instruments on the Consolidated Statements of Income for the year ended

December31 2010 was as follows

Foreign Exchange Commodities
Forward Futures and

Interest Rate Swap Contracts Opilom
Cash Flow Hedging Derivatives Agreements and Optiofls Ccntracs

IntbousÆndäodollayg

Gains losses recognized in other

comprehensive income OCI
effective portion 18044 $15840 5464

Gains losses reclassified from accumulated

OCX into income effective portion 679 6545 $58500

Gains recognized in income

ineffective portiQnt 781

Gains losses reclassified from accumulated OCX into income were included incost of sales for

commodities futures and options contracts and other commodity derivative instruments and for foreign

exchange forward contracts and options designated as hedges of intercompany purchases of inventory

Otheriaii3 and losses fOr foreign txchatgeforwafd contraäts arid ptiansteincluded iniØ1ith

maiteting and administrative Łxjiºnses Other gâiis and losses for inrate swap agreements Were

included in interest expense

Losses recognized in income were included in cost of sales for commodities futures antI optiàns

contracts and interest expense for interest rate swap agrcements

All gains losses recognized cutrently in income were related to the ineffective portion of the hedging

relationship Wrecognized no cOmponents of gains and losses on cash flow hedging derivØtives in ihct%iiiºdue

to excluding such components from the hedge effectiveness asSsment

FINANCIAL INSTRUTSIENTS

The carrying amoujfls of financial instruments including cash and cash equia1ents account receivable

accounts payable and short-term debt approximated fair value as of December 31 201.1 and December 31 2010
because of the relatively short maturity of these instruments

The carrying value of long-term debt including the cunent portion was $1846 million as of

December 31 2011 compared with fair value of $2121.0 million based on quoted market prices for the same

or similir debt iæsues The carrying value of long-term debt including the current portion was SI .803.2 million

as of Deceniher 31 2010 compared with fair value of $1968.7 million

Interest Rate Swaps

In March 2009 we entered into forward starting interest rate swap agrcemçnts to hedge interest rate

exposure related to the anticipated $250 million of term financing expected to be executed during 20ltIn

September 2011 the forward starting interest rÆtE swap agreements which were entered into in Matºh 2009

matured resulting in cash payments by the Company of approximately $26.8 million Also in September 2011
we entered into forward starting swap agreements to continue to hedge interest rate exposure related to the term

financing These swap agreements were terminated upon the issuance of the 1.5% Notes due November 2016
resulting in cash payments by the Company of $2.3 million The losses on the swap agreeniehtsare being

amortized as an increase to interest expense over the term of the Notes
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THE HERSHEY COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTSACoutinued

Level lnpntsunobservahIe npues used to the extent that observable nputs are not available These

reflect the entity own assumptions about the assumplions that market patticipants would use in pricing

the asset or liability

We use certain derivative tnstrnments trmxt ttme to time to manage interest rate foreign ctttrency exchange

rate and commodity market pnce risk exposures all of which are recorded at fair value based on quoted madret

prices or rates

summary of our cash tlow hedging dertvattve assets and liabilities measuted at fair value on recurring

as i.s as ofT.ecern her 2.0 is as fbI lows

Quoted Prices in
Significant

Active Markets of Significant Other lJnohservnbtc

Fair Vatne as of Identical Assets Observable tnputs Inputs
nescri

pt on leceni her 21 Level Level cvet

nt honsands ot stottars

Assets

Cash flow hedging derivatives $7883 $3929 $3954

Liabilities

Cash flow hedging derivatives .. $7412 $53O9

As ol Dccc tuber 2011 cash flow hedgtng derivative Level assets wete primarily related to eath

transfers receivable on commodities ftttarcs contracts reflecting the change in quoted market prices on the last

ti sdinc us ui thc pci tod We ike ot ccct cc sh ti tnsfu to ci 1101 commod its fntui cc hi okus on mIs

hasts reflecting changes in the value of futures contracts on the lntercootinentalbxchange or various other

exchanges These changes in value represent unrealixed gains and losses As of December 201 cash flow

ne iog dc ts itt cc cccl 11th Itt ic \S ci elated to the in il tu of cotntnodtts de fix nstt umcot

As of December 201 cash flow hedgt ng derivative Level assets \vere elated to the fair value of

lou i0u cxch incc rorv ud contt je md opttons xc ttlt ito ish thus hcdetng cxcl It thfitttcs \kctc Ian to

orctgn exchange forward contracts and
options with losses The fair value of foreign exchange lbsward contracts

and options is the amount ofihe di fierence hetwecn the contracted and current market foreign currency exchange

rates at the end of the pertod We estimate the fair value of foreign exchange forward contracts and options on

quarterly basis by ohtamntog market quotes of spot and forward ratcs for contracts with similar terms adiusted

where
ii ccc sa ry for tu.attt ti tlv tIm fi.eieo ces

summary of otir cash flow hedgmg dertvatt.ve asscts and i.iahilities measttred at fhir value on recurring

basis as of December 20 10 is as follows

noted Prices in Significant

Active Markets of Significant Ottser tinobservabte

Fair Value as or tdenticat Assets Observable Inputs Inputs

Description December 3t 2010 Level Levet Level

in ttsousnnds of dotiars

Assets

Cash flow hedging derivatives ...... 9485 9485

Liabilities

Cash flow hedging derivatives ... 19563 $3233 SI 6.330
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THE HERSHEY COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS.Contintted

For the year ended December 31 2099

En thousands of dollars

Net income

Other eomprehensve ncotne loss

Ford go euere.ncy fran si an on adjust rue ore

Pension and post-retirement benefit plans

Cash flow hedges

Gains on cash flow he.dsong derivioves

Reclassification adjust.ments

Total other comprehensive income

Conipre.heosive ilicome

125198 46.941

3i4 1.52

234731 817.667

Comprehensive income is included on the Consohdated Statements of Stockholders Fquity The

components of accumulated other comprehensive loss as shown on the Consolidated Balance Sheets are as

flows

Decen her

in thousands of dollars

Forei
g.n currency trans ati on dj us tm euts

Pension and post-retirement benefit plans net of tax

Cash flow hedges net of tax

Total accumulated ot.hc.r compfehensive loss

tor the years ended December 31

hi thousands of dollars

20t .t 2010

Tax

Pre.Tax Expense
Amount itenetit

3$5302 .8

68.217 29.574

AtierTax

Amount

5435 994

38302

38643

78257

1.862

57.064

5593.058

10 iNTEREST EXPENS.E

Net interest expense consisted of the tollowing

1459

3564031

87387

$442331

201 2010

22672

270.580

3284.1

82.15.067

2099

.ongterm debt and lease obligations $85543 $9 .144 $89575

Short-tertn debt 17051 8676 4401

Capitalisecl interest 7814 2.6401

Interest expense gross 94780 97.704 91.336

Interest income 2597 .2701 877

Interest expense net $92183 $96434 890.459

In December 2010 we paid $63.4 mIlton to repurchase $57.5 million of our 6.9SF- biotes due in 2012 as

part of cash tender offbr As result of the repurchase we reconled interest expense on long-term debt of

85.0 mtllton which represented the premium paid for the tender offer
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THE HERSHEY COMPANY

NOTES TO CONSOLHATEI FINANCIAL STArEMENTsContfttued

12 LON%TERM DEBT

Lung-term debt conststed of the folowmg

December 31 2011 2010

In thousands ot dollars

5.30% Notes due 2W 250000

6.95% Notes due 2.012 92533 92533

5.00% Notes due 2013 250000 250.000

48.5% Notes due 2015 250000 250000

5.45% Nutes due 20 250000 250.000

1.50% Notes due 2t 250000

4.125% Notes due 2021 350000 350.000

8.8% Dehentwes doe 202 00000 00000

7.2% Debentures due 2027 250000 2.50000

Other obligatiuns net of unamortised debt discount 53560 10684

Total long-term debt 1846093 .803.2

Less orrent portion 97593 261.392

Long-term potlion $1748500 .541825

In Decenher 2Olt we patd 863.4 millton to repurchase 5575 million of our 695% Notes due in 2112 as

part of cash lender o0er As result of the repurchase we recorded interest expense of 559 million which

represented the prerotum paid in the tender offer We used portion of the proceeds from the $350 million of

259 Notes issued in December 2010 to %tnd the repurchase

In September 20 we repkttd $250.0 million of 5.3ll Notes due in 2011 to November 2011 we isstted

525t trillion of .5% Notes due in 20 The Notes were isstted unde ras he registration statement on Form 8-3

filed tti May 2009 that tegtstered an indeterminate amount of debt securities

tncrease in other ohltganons was prtmanly associated with lease financing obligation of $50.0 million

under the leasing agreement for the 19 East Chocolate Avenue manttfaetnring facility The initial teon of the

agreesthent expfres 204i

Aggreeate annual niatttrities dttnng the ne.xt five years are as follows

201 2-.S976 million

2013 $2.5ft2 mniilicrt

20 4---S02 million

20l5---$2502 million

2016 $500.1 million

Our debt ts prtnctpaily uoscured and of eqttal prtortty None of our debt is convertible int.o ottr Common
toe
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THE HERSHEY COMPANY

NOTES TO CONSOLIDATED FINANCLL STATEMENTSContlnued

Deferred taxes reflect temporary differences between the tax basis and financial statement carrying value of

assets and liabilities The tax effects of the significant temporary differences that comptised the deferred tax

assets and liabilities were as follows

December31 2011 2010

In thousandsof dollars

Deferred tax assets

Post-retirment benefit obligations $120174 $1 15068

Accrued expenses and other reserves 117939 120258

Stock-based compensation 62666 72498

Derivative instruments 62117
Pension 48S84

Lease financing obligation 19159

Accrued trade promotion reserves 11209 6902

Net operating loss carryforwards 51948 54649

Other 9016 5.598

Gross deferred tax assets 50311Z 374973

Valuation allowance 64551 64799

Total deferred taxassets 438561 310174

Deferred tax liabilities

Property plant and Øquiment net 188092 145378

Derivative instruments 12925

Pension 4906

Acquired intangibles 34912 35631

Inventories 32775 25746

Other 7377 8441

Total deferred tax liabilities 263156 233.027

Net dçfrrred taxassets $175405 77147

Included in

çuuan ferred tax assets net $136861 55760

Nc urrent deferred tax assets net 385U 21387

Net deferred tax assets $175405 77147

We belevc that it is more likely than pot that the results of future operations will generate sufficient taxable

income to realize the deferred tax assets The valuation allowanees as of December 312011 and 2010 were

primàrilyreiated Iotax loss cOrryforwards from opŁratior in various foreign jâtis4icdons Additional

information on income tax benefits and expenses related to components of accumulated other comprehensive

income loss is provided in Note Comprehensive Income
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THE HERSHEY COMPANY

NOTES TO CONSOLWATED FINANCIAL STATEMENTSContlnued

The number ofyeaxs with open tax audits varies depending on the tax jurisdiction Our major taxing

jurisdictions include the United States federal and state Canada and Mexico During the second quarter of

2009 The us Internal Revenue Service IRS completed its audit of our U.S iSothe tax retirrifoY2O05 and

2006 resulting in the resolution of tax contingencies associated with the 2004 2005 and 2006tax
years During

the fourth quarter of 2009 the IRS commenced its audit of our U.S income tax returns for 2007 and 2008 and we

expect the audit to conclude by the end of 2012 Tax examinations by various state taxing authorities could

generally be eonductedfor years beginning in 2007 We are no longer subject to Canadian federal income tax

examinations by the Canada Revenue Agency CRA and Mexican federal income tax examinations by

Serviclo de Administracion Tributaria SAT for years before 2004 During the third quarter of2fl10 the CRA

commenced its audit our Canadian incone tax returns for 2006 through 2009 U.S Canadian and Mexican

federal audit issues typically involve the timing of deductions and transfer pricing adjustments.We work with the

IRS the CRA and the SAT to resolve proposed audjt adjustments and to minimize the amount of adjustujents

We do not anticipate that any potential tax adjustments will bave significant impact on our financial position or

results of operations

We reasonably expect reductions in the liability for unrecognized tax benefits of approximately

$18.0 million within the next 12 months because of the expiration of statutes of limitations and settlementsof tax

audits

14 PENSION AND OTHER POST-RETIREMENT BENEFIT PLANS

We sponsor number of defined benefit pension plans Our policy is to fund domestic pension liabilities in

accordance with the minimum and maximum limits imposed by the Employee Retirement IncomeSurjty Act

of 1974 CPRISA and federal income tax laws We fund non-domestic pension liabilities in accotdançeiwtth

laws and regulations Pplicable
to those plans

We have two $t-retirement benefit plans health care and life insurance Thehealth care plan is

contributory with participants contributions adjusted annually The life insurance plan is noncbntributory
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OlE HERSHEY COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTSf ontinued

Amounts recogit red to accumulated other comprehensive loss net of tax consisted of the Ibllowing

December 31

ii thoasands of dollars

Actuaria.i net loss gain

Net prior service credit cost 5101

Total

__________

Plans with accumulated bend it obligations in excess oF plan assets were as follows

Deceni her Si

to Osoosa ods of dollars

2011 2010

Projected benefit obligation $1087388 581 867

Accumulated benefit obligation 1048997 69591

Fair value of plan assets 898852 15.427

Components of Net Periodic Benefit Cost and Other Amounts Recognized in Other Comprehensive

Income

Net periodic benefit cost for our pension and other postretirement plans consisted of the following

The curtailment loss credit recorded to 7.0 was associated with the Next Century progrimv The

settlenteat losses recorded to 2011 and 2010 were associated with one of our international businesses and the

settlemeot loss recorded in 2009 was primarily related to the global supply chain transformation program We
discuss the Next Century program and the global supply chain traosformation program in Note lJusines.c

Real gmoen nod In ipnini exit Clwrge.c

Pension Benefits

2011 2010

$356379 $180.936

Other Benefits

2Ott 2010

$O545 55.118

3580 973

$S125 86.091

4265

5276.67

teosio tleoeftls Other lenefits

28.287

53.5X

76121

25877

58.435

70.569

For the ears ended Deceoter 3t 2011 2010 2009 201 200 2009

to thousands of dollars

Service cost 30059 1333 1.385 1.529

Interest cost 52960 14967 16254 8.704

Expected return on plan assets 78161
Amortization of

prior service cost

credit 1002 1142 1204 255 278 474
Amortization of net loss gain 28004 28.522 33603 71 35 155

Administrative expenses 653 412 321 244 261 281

Net periodic beoelit cost S17 35742 48871 16218 17487 19885

Curtailment loss credit ... 1826 174
Settlement loss

Total amount reflected in eamiogs

46 16 Ot496

36389 35.758 5109.367 $16044 $17487 59885
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THE HERSHEY COMPANY

NOTES TO CONSOLIDATED FINANCIAl STATEiENTS4Continued

We hased the asset return assumption of 8.0% br 201 and 8.5% fur 2010 and 2009 on current and

expected asset allocations as well as historical and expected returns on the plan asset categories The historical

geometric average return ove.r the 24 years prior to December 31 201 was app oximately 8.2%

Assumed health care cost trend rates have significant effect on the amounts reported for the post

retirement health care plans one--perceatage point change in assumed health care cost trend nttes \Sottldiia\e

the followinc effects

Ito ePe reentage

OnePercenl age Pot nI

ni poe ass med hea care cost trend rates Point nerease Decrease

In thousands of dollars

EITher on total service and ntece 5t CO p0 en ts 1.8

Effect on postretirentent henefit ohlieaton 5082 4650

Plan Assets

We hrortdly cttverstfy our pension plan assets across domestic and mnternatiottal common stock and hxed

income asset classes Our asse.t inve.sttuent policies specify ranges of asset allocation percentages br each asset

class The nuiges hr the domestic pension plans were as follows

Target

Allocation

.Assct Class 201.1

securities S54

Dc/hf se.c.urities l5f 1-2/ye

3tsh anti ee.rtajn other investments ftft 5t/ff

As of ecern he at ii
al all oeit hon cv ere i.th in the specified ranges We e.x pe the level of vol at.i Ii

ty

in pension plan asset retums to he in line with the overall volatility of the niarkets within each asset class

The thilowine tahle sets forth hv level wi.thin the fai.r value hierarchy pens ion plan assets at their liar value

asofDecemher3l.2011

Qaoled price

to active total assets

ni rhets or
Significant other Sign flea other nueastl red at fair

idetu tical assets ohser cable inpu Is unobservable value as of

ti tIm isa nds of tIohla rs cccl .evel Ti in pats evel Decetnbtr 31 211

Cash and cash equivalents 4266 15875 20141

t/.quity securities

U.S all-cap 79164 133580 212744

U.S large-cap5 114463 114463

U.S small/midcap .. 21008 21098

International all_capv ....... 117415 2962 120377

Jlohal all-cap0 ........... 212891 8903 221794

Domestic real estate 22250 -- 22250

Eixed income securities

U.S government/agency 90403 2319 92722

Corporate bonds 44932 3433 48365

Collateralized obligations1 29507 6631 36138

lnte.raational gove.rnme.nt/

corporate honds ..... 20997 30422 51419

Total Investments .............. $757296 $204125 $961421
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THE HERSHEY COMPANY

NOTES TO CON SOLIDATED FINANCIAL STATEMENTS.Contlnued

Cash flows

Information about the expected cash flows for our pension and other post-retirement benefit plans is as follows

Expected Benefit Paymentsoa 2013 2014 2015 016 20172021

Inthoasandsofdoitars

Pension Benefits $103114 $57499 $62170 $68428 $73684 $482861

Other Benefits 28818 28352 27674 26901 26129 106526

15 SAVINGS PLANS

The company sponsors several defined contribution plans to provsde retirement benefits to employees

Contributions to The Hershey Company 401 kPlan and similarplans for non-domestic employees are based on

portion ofeligible pay up to defined maximum All matching contributions were made in cash Expense associated

with the defined contribution plans was $35.7 million in 2011 $34.0 million in 2010 and$29.7 million in 2009

16 CAPITAL STOCK AND NET INCOME PER SHARE

We had 1055000000 authorized shares of capital stock as of December 312031 Of this total 900000000
shares were designated as Common Stock 150000.000 shares as Class Common StockrClass Stock and

5000000 shares as Prefened Stock Each classhas apar value of one dollar per share As of December 33 2011

combined total of 359901744 shares of both classà of common stock had been issued of wliich2252O5iS

shares were outstanding No shares of the Preferred Stock were issued or outstanding during the 3-year period ended

December31 2011

Holders of the Common Stock and the Class BStock generally vote together without regard to class on matters

submitted to stockholders including the elecn of directors The holders of ConirnonStock have vote per share

and the holders of Class Stock have 10 votesper sStHowSer the Common StóØk holderS voting Sparately as

clasare entitled to elect one-sixth of the Board of bitectórs With respect to dividŁndrightithe Common Stock

holders are entitled to cash dividends 10% higher than those declared and pa tontheCIS Stock

Class Stock can be converted into Common Stock on share-for-share basis at any time During 2111

74.3 77 shares of Class Stock were con vertŁd into Common Stock During 2010 2489 shareØ were convened and

during 2009 2000 shares were coiiverted

Changes in outstanding Common Stock for the past years were as follows

Per the years ended December31 2011 2010 2009

Shares issued 359901744 359901744 359901744

Treasury shares at beginning of
year 132871512 131903.468 132866673

Stock repurchases

Repurchase programs 1902753
Stock-based compensation programs 5179028 3932373 252006

Stock issnances

Stock-based compensation programs 5257467 2964329 1215211

Treasury shares at end of
year 134695826 132871512 131 903468

Net shares outstanding At end of year 225205918 227030232 227998276

90



NOS SOD ISA FNS itmed

and DUal lThrnin hate ci oi iii ba on tI i7hi ax cc nambe of hai cs of

ih onimon to nd the Cli 13 to out tandli 15 fcllos

or the .rc oiled rember 31 01 20 009

toll nusarnis rep hart ii am

ct in ome 86 09 99 994

bled t\ shai Bisc

Common toek 19 167 032 367.1

Cl Sto 1G 708 709

ot is eiht d-r ui shne Basic 26 77 784

lie of di aliv securitie

Umployce to otion 85

ilorman mid to led toe nit 78 21 69

jht ix eta liar DUal II 995

xi mn Pet Shm l3asi

Common Stock 1.9

Cit BStcck .08 17

Fatnin ha Dilaicd

Common aek .74 1.90

ClissB toe 10

For th ir nded Dc emb 01 6.9 million sa ek opt oii not included in the Fated iai ii ng

slim ii alMa Ii iii the cx ici pu us hiTh than tli ax ia al p1 ol tI Con mon Sloe

for the cii Lb cli oal is 1i antidda in 010. iii on to
OjitiOl

ic not

ii -laded md ii 009 17 million options ci ii ciii laded in the tInt nm per sI ti leni ilion

heeinse ft et oulcl hax en intidilatis

Ito .1 Seloil is

is in Conipai fot th lit ot Milu nil aol tad is dnect ox of

ins Ini ml shu held .90 51j sh lie of oat ommon Sto is of Do ml OIl Ti te for th

bene it of Milton icr he School 11 omp ix Ii Id 6061 01 ci lb las Sb ci

Dc nil nnd us ntitlecl to st ap io im ito of the iota ole of both msses of oar conimon

sto lie Milton slie Sehc ol Ira must appro th anc of sh ft of Cc nimon tot 01 an olhei

ic ion it ould nil in the Mi lion Her he School fin st not onlinuli to Fm ott on rol of urn

ompmnx

7S NS
oar imial elm of iockhold is Id on i\ iii II our to khold approx

ed th mit nd mid

testat quity nnd lncentrs onipen noon Plan ICI El BICI the phn an Icr hieli ranl axiui

foi
onip

alion md iii ix purpos inc ni ide Tb TCP wi ani ad and rt stated to conanu to

pi-oxide -innuul inc lon teim eornpen tim and me ntis ant to refcet ipdnte in orpotat aoxeiaitae

praeti ii it xxi- list ippro ccl in Apt ii Ot

91



THE RSFHCY COMPANY

NOTEST CONSOLIDATE FINANCIAL STATEMENTSgContinned

lhc EiCp provtdcs or grants of one or more of the lol lowing stock-based compensation awards to

employees non-employee directors and certain service providers upon whom the successful conduct of our

business us dependent

Non-qualified stoc.k options stoc.k optsons

Perlorm ance sloe o.n.its PS Us and perfb rio nec stOCk

Stock appreciation rights

Resnictod stock units RSLfs and restricted stock and

Other stockhase.d awards

the EICP also provides fin the deferral of stock-based compensation awards by par icipants if approved by

the Compensation and Executive Organization Cornmiuee of our Board and if in accordance with nn applicable

il elbrrcd co pci sati plan of do Coot pci Currently the oni PC nsa ion and fix cent ire Organ ration

Committee has authori red the deferral of pertb rmance stock unit and restricted stock unit awards by certain

eligible employees under the Company Deterred Compensation Plan Our l3oaid has authorized ow

non-employee directors t0 defer any portion of their ca.st retrine.r com.mitree chair fees and restricted stock unit.s

awarded afier 2007 that they elect to convert into deterred stock units under our Directors Compensation Plan

As of December 31 201 68.5 mill ion shares were authorized and approved by our stockholders for grants

under the EIC.P

in July 2001 we auuottnced worldwide stock option grant under the Broad Based Stock Option Plan This

grant provided over 13000 eligible employees with 100 non-qual Wed stock options stock options were

granted a.t price of $46.44 per shar have term of 10 years and vested on July 19 2009

Tb fo owing table ni a.ri.z.es ot.i corn pen si ion costs

For the years ended December 201 20 2009

tn mttlinns Of dot Lus

Total onpen sat ion amount h.arged again st ncot i.e for stock

compensation plans inelnding stock options perfoooancc stock units

and restrict.ed stock units $43.5 $49.5 $51.8

otat Income tax benefit recognized in Consolidated Statenients of Income

for share-based compensation $5.1 $17.1 $191

C..o m.peo sai.i on costs for tuck orrtpcn ai.i.o plans arc ii in ari..l.y
inc tied in selling market ii and

ad iii to strati \e expense

hr dcci tsc in sh mcd ompcn it ion cxpcnsc 00111 2010 to 2011 usultud
pu

oils Ii om curt no

Itt
xtuncnt assoui cud th act ount ing toi SUs tnd thu imp ict of thu foil tui ot uns est ed ox ii ds tic to

itt ici mt hangcs dot un 201 Thu dc crc isc ut sh tic scd compcn itt on \pcnsu 6001 2009 to 2110 xs ts dot

to higher pertbrmanec expectation adjustments for our PSU awards in 2009 and higher forfeitures in 2010

Stock Oplions

The exercise price ot each option awarded tmdor the EICP equals the closing price of our Conujon Stuck oil

the New York Stock Exchange on the date of grant Prior to the iuiiuial approval by our stockholders of the E1CP

on April 17 2007 the exercise price of stock optitins granted under the former Key Employee Incentive Plan was

determined as the closing price of our Common Stock on the New York Stock Exchange on the trading day

intmediately preceding die date the stock options were granted Each option has maximum icon of years

Grants of stock options provide for pro-rated vesting primarily over loin years
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THE HERSHEY COMPANY

NOTES TO CONSOLIDATED FINANCIAl 1STATEMENTSContinned

Risk-free interest rates means the U.S ieasurv yield cnrve rate in effect at the time of grant tor

periods within the eontraetual life of the option and

Expected ives oieans the period of me that options granted are expected to he outstanding based

prirnards on torieal data

Th.e following table snirntnzes the ntrins1e value of our stuck options

For the years ended December 31 .LL tiL
to in lImos of ctotta is

Intrinsic value of options exercised $81.3 $30.2 $12.9

The aggregate intrinsic value of options outstanding as of December 201 was 52462 million The

aggregat.c inu1nsic value of exercisable options as of December 20 was $123.5 mu ion

As of December31 2011 there was 316.7 million of total unrecognized compensation cost i-elated to

nonvested stock option compensation arrangements granted under the EICP We expect to recognize that cost

over wetghttd-average period of 24 years

The following table summarizes inionnanon ahottt stock options outstanding as of December31 201

Op ho us Outsta odi og
____________

Opt tons Exercisable

Wetghted

serage

Number Remaining Weighteri Nuomber Weighted

Outstanding as Contractual Average Exercisable as of Average

Rane ol sit cmii Im it ci sit 12/i lit tiE mu Yeats xii cisc Pm iii 12/i t/ll treat Pm ice

$3l.25 $35.87 .. 4605732 6.0 $35.17 2406420 835.08

$35.89 $51.42 5696037 69 $44.11 1914771 $4L44

$51.65 $64.65 4238673 3.8 856.39 4132171 $56.41

$31.25 $64.65 14540442 5.7 $44.86 8453362 $46.95

Ferformance Stock Units and Restncted Stock Units

Under the EJCP sve grant PSUs to selected executives and nt-her key employees Vesting is contingent upon

the suhiusumunt of cut un pcmlommancu oh1ccttsus We et tnt PSI osu sun puttottti 01cc usc lus It sic mccl

ii guts ii tin inut mu sut es it thu cad ol lx ipplic felt est Pt rfot iou uk ass ad thu lull nu nthui ol

shares to the participants The pe rib rm an cc scores for 2109 ma ugh 201 grants of PS Js can range from 0% to

250% of the targeted itnlottnt.s

We recognize the compensation cost associated with PSUs ratably os er the 3-year term Compensation cost

is based on the
grant date lair value for the 2007 throttgh Ztll grants

because those grants can only he settled in

shares of our Common Stock The grant date tair value of PSUs is determined based on the Monte Carlo

si ni ati 01 otlel for th ma.rketbased total areho IcIer returti tnn lion mit ii t.h It sing market price of the

Companys shares on the date of giant for performance-based cotnponents

In 211 2111 and 2009 ut\atded R.SUs to ceitain executive officers and other key employees under the

EICP We also awarded restricted stock units quarterly to non-employee directors
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THE HERSHEY COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTSCmflimwtj

summary of the sratusof our Companys performance stock units and restricted stock.unitxas of

December 20 am the change during 20 in lows

\% cihttd net ic mId iii rot dot

fur equt ow aids or market value for

Pci torus inn Studs ails aid Rsstns lcd Stud Us 20t li douR 155 tids

Out ci nd in 1ìt hi ci oni cii 9487cM $39 27

Granted 543596 $58.28

Performance assum.ption changc 211076 $5248

Vested 701360 $45.38

Forfeited 26159 $5026

Out so nc1iii end of xc it 1740479 $48 70

The table above excludes P80 awards for 676 units as of Decemher 31 211 and 85.694 units as of

December .2010 for which the measurement date has not vef occttrred for accounn ng purposes

Aso.f Decetinher 20 theto was $35.3 million of unre.cogtiized compensation cost t.eating to

non-vested PSUs and RSUs We expect to recognize that eos too er weighted-average period of years

For the yeats etided teceni tier 20 2010 2009

In mitt tins if dotta is

lntrt.nsie vahie cifsharerbased iiahtlrtterpaid combined xfiththe frt.ir value

of shares vested $36.6 Si 6.5 S9.9

he hiatiu stomint in 20 ts Pt tul tt tt\ cttti to ilic hi3hu pci tot oi time itt stnmc ni pi tcenlagc SOt sstc

with the p551 award.s e.stirtt lif201 eotiipared with 20 The increase from 200 to 210 tirated to.vdsting of

P5515 awarded in 2008 and 2009

Deferred PSt..ls deferred RSUs deferred directors fees and accu tiiulatecl dividend amounts totaled 533.3 17

units as of December31 2011

We did not ha.ve atly stock appreciation rights that weto ot.tts.t.a.oding as of December I. 2.01

IS SUPPLEMENTAL BALANCE SHEET INFORMATION

Accounts Receivtsbe-Trade

Ta the normal cottrse of business we extend credit to ettstomers that satisfy pm-defined credit etiteria based

ttpon t.he results of our recurring financial account reviews and our evaluation of current and proje.cted economic

conditions Our primary eonceunations of credit tisk are with MeLane Company Inc and Wal-Mart

Stores foe McLane Company Inc is one of the largest wholesale distributors in the United States to

coo veo ienee tic res rtt stores ci esa .1 t.t hs tic to ass to ct-c tic1 .i.s e..rs \Va.l -84 art Stores n.e aecon ted lbs

approximately 17.2ff of our total accounts receivable as of December 20 As of De.eemher 20
MeLane Compa.ny toe accottuted for

approximately 13.5% of our total accounts re.ee.ivahe .No other customer

accounted for more than 10% of our yearend accoun.ts receivable We helieve that we have little concentration

of credit risk associated svih the remainder of our eustomer hasc Secounts- Receivable-Trade as shown on the

Curtsoidtte.di3alrtoee Sheets ssere net ot allosvatices and anticipated discounts of $19.5 trillion as of

Decetiiher 20 and December 2.0 tO
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TUE 1-JERSHEY COMPANY

NOTES TO CONSOLiDATED FINANCIAL STATEMIfNTSontjiiued

and Other Intangible Assets

Goodwdl and intangible assels were as tol.i.ows

2011 2010

$524134

7389
57i58fi

5467

$516745 fl4

88513 91305

In 2010 we recorded non-cash goodwill impainnent charge of $52..9 million to reduce the carrying value

ol Godi
cJ

Dci she its vah be iie of the cli iige seociated ic ith tile noneonti oil tug inlet ests se 55

58.2 million For
ii ore in form at.i on see No Ic .So en on of Sign i/ira cv en /og Policies dci Good ii and

Other Intangible Assets

88 pedot ni man ii imp iii ins ni esis of rooda ill md oihei nt uteihic isse is ssith mdc finite Its es it the

heginmng of the fourth quarter of each year or when circumstances arise that indicate possihle impainnent

might exisr We determined that anne of our goodwill or other intangible assets were impaired as of

Lecemher3l20l1

As of January 2010 accumnlated impairment losses associated with goodwill were 8123 million As of

Fe embet 2010 md 701 iee umu nd imp iii mc ni losses is soc its is th uod ill me 865 nil lion

\ccuin nI cited imp ut mc 01 losses Issoc late ith Ii ide in ii Os ci 845 in dli on fin all
pci ods

pm csc nied

the useful Ii es of ir ide in Os crc deic lull ned to he mdi finite and them lore xs ire not imom ti sing hcsc

mssc is We xmoi li/c custon let sled tnt tngi hle issct os ci hcn si imate useful lix es of
ippi ox in ire

ears We 10101 tiLe dents or ci theii en it ng lee ii li cs of
ippi osi itt cii ot il unouii moon expense

fOr other intangible assets was 51.6 mill.ion in 211 $4.5 million in 2010 add $42 thulliddin 2009

1estiniated aunual amorittarion expense for oilier intangible assets over the next five
years

is $4.6 million for

2012
thrm.igh 2014 declining to $4.1 million in 2015 and in 2016

December 31

hi thousands of dollars

tJnamorf lied imangihle assets

Good wtll ha.l an cc at hegi lining Ii ye.a

Effect of foreign currency translation

Impairnien charge

Goodwill ha.lance at end of year

Tradeniarks

Amortried intangihle assets gross

Custom erre at ccl

mt inoihL issef sssoci fled iih cOOpe itt mgi ec mcii oh

.Bauduebo

Patents

Effect of foteign cuoeocy wanslation

Total other intangihle assets gioss

Accumulated amornzation

Oiher intangihles

339 2633 926

13683

8817

5568

139371

$111913

3g3
8317

1328

145903

J228231

8123.080
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Acrued Liabilities

Accodijtlitieesfo1ldfY
19

fleeember3l
2O1$ 2010

in tho4and otdeilan

flyto11tonpÆattn and betlettt $233$1 $21L353

A4vrüs1flg stptonotion $3334 21O$4

Other itaos 163412

Total accrued liabilities.
$612116 $59N.308

.1

hj1m-tensTAbilf4i

Othon4erm liabilities wete as fo1Rws

December31

bthUUiSt4tirs

Accrued post-retirement benefits

Other

Sit ____
_e

$289t36 $271963

___________ ___________

_______ _______

19 sWM1T J5MAT1
We pperate as asjngle reposti$Ic segmjt iji manufactunng marketing selltn.g and chstributjng ow

products under mote than 80 brand names Our three operating segments 4pmpnse-pogrmplue rgions Including

the Unjted States ibe Amencas and Asia Europe the Middle east and Africa We inatkc ow proi$qcts in

approximately 70 countries worldwide

Vor segment reporting purposes we aggiegate our operations in 4iAJsJed $t$es 4u4 in 1$ Americas1

which includes Canada Mexico Brazil Cenisi Ametica Puerto lic4nd cglbal tpots business We base

this aggregation on similar economic characteristics products and strvlets production processes types or

clasçs ouMomers 4ljbptiqn 4gds aqd the spn4lar nature of the regulatory environment In met oGation

We aggregate our Asia/Europe/Middle East and Africa operations with tbetJræSStatetltfld the taefts to

form one podablet men When conbined4 these operations
shait most of the aggregation criteria an4

represetMs than Jflpf our c9nsohdated revenues operating profits and assets

The percentage
of ital consolidated nei sales for buMnesses ou9l4 of the Untted ates wp 154% for

2011 J46% for 2010 and 143% for 2009 The percentage
of total consolidated assets outside of te United

States as of December 31 2011 was 145% and 148% as of Decetnbet3l.2010

Sales to McLane Company Inc one of largest wholesale dnmlutot ljnjtedstatüto

convenience stotesdmg stotes Wholesale clubs and mass merc1iaiidexs iccqeded 1%pf totahiet ales in each

of the last three years totaling $i billion in 2011 $1 billion in 2010 and $1 4btllion in 2009 MoLane

Company Inc is thep Æidistributor of oiw1odiicS to Wal-MaFto Jut

II 99
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TIlE HERSHEY XJMPANY

NOTES To CONSOLIDATE FINANCIAL STATEMENTS.Continued

20.SUBSEQUENTEVENT

In January 20 weac quired all of the outstanding stock of Brookside Foods Ltd Brookside
puvately held confectionery company based in Ahhottsford British Columbia Canada at purchase price of

5175 million Canadian dollars

hi ooks idu is ss
pi

oct oct Ion cii tue oc ncd it sh oI not hi nd Quebec hr Bi ooksidc
pi

oduct tic

pitt
nat

ly so Ia in thu tad in id it Au homu ic sc ii Wit ii type An nu oct ties of the husine

ippi ii itcf S90 mdi ton The husincss con pit ment ow posit on in Not Lb Amet ic md wc expect to make
investments in manufacturing capabilities and conduct market research that will enable Ilittue growth

The accounting for the Brookside acquisition was incomplete at the time we issued our financial statements
Ac cot dingl it is nipi lull cablu lot us to Au ccrti in bust nuss comhm it ton di sd osut sue is thu icqui sition

date ta value of assets acquired and liabilities assumed assets or liabilities
arising from contingencies and the

am outi of goodwifl anti in tang hi es acquired and th mcii of goodwill expected tu he deductible for tax

purposes

21 QUARTERLY DATA Unauditeci

Sttmmary quarterly results were as Idlows

Year 2Oii
First Seunod Third Fourth

in thousands at dollars except per share won nts

Net sales $I.564223 $1.325171 $1624249 $1567145
Gross pnthr 656185 564320 680181 631206
Net ncome 160115 130019 196695 142133

Per sbare--I3asic-Class Common

Stock .65 .53 .81 .59

Pu shareDi luted-Ciass Common
Stock

.65 .53 .80 .58

Per share-Basic--Commrn Stock .72 .59 .89 .65

Per share--Diiuted-Common Stock .70 .56 .86 .62

Year 2010
First Second Third Fourth

In thousands or dollars except per share amuan mc

Nut sales si 4P 841 Si 211 242 Si 547 119 SI 482 809

Gross profit 593980 546.538 655220 619470
Net income 147394 46.723 180.169 135.513

Per share...BascClass 13 Common
St.oek

.60 .19 74 55
Per share--DtIutecL--Class Common

Stock 60 i9

Per share Basie Common Stock .66 .21 .81 .61

Per share-Diiuted---Common Stock .64 .20 .78 .59

1.0
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MANAGEMENT REPORT ON INTERNAL CONTROL OVER FiNANCIAL REPORTING

the management ui rho Hershey Company is responsible for establishing and maintaining adequate internal

control over financial repor inn as such term is defined tn Exchange Act Rule 3a15f The Companys iitenial

control system was desgned to provide reasonable assurance to rhe Companys management and Board of

Directors regarding the preparation and fair presentation of published financial statements

ific in onti 55 stems no rn inc Iio ss eU des ignod is iherent Imi it won fbi to ni on ihosc

stoms dctc iii tic to ho oflo in Plo dc oni To sson tile issni moo with
espect to mi mci it itomenl

plop iration md
pu sont 11100

ho omp ins ii in Ieenicnt it ic lud log the ornp ins to xec iii ffic ci mci Ch tel in n5 iii

Ott icc isossed Ibo ffc cocos of 1110 0i
lip ins into in il onti oh ox ci ft nanci epoi ti ng is of Dccc mho

201 In in dine this asso ssmc iii ho omp ins in ni igcmcnt used thc cut on set foi th ho th0 ommi0cc of

Sponsni ni Gig mi iat ni ic of tho Ti idsi Comnii ssion COO in Tnt ci onti ol ntc gi ito Ii iniess 01k

Based on this assessment management believes ihau as of December 31 2011 the Companys internal control

or fin anc a.h repo rl.i ng was attIc ti ye ha.s cci those cr1 teri.a

9/

loOn Bilhrev

Chief Ec-eeelimc i/fleer

Hcnnberto Alfiniso
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kern 9W OTHER INFORMATION

None.
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Reporting of ally inadvertent late ings nuder Section 6a of the Securities Exchange Act of 1934 as

amended is located in the section or the Proxy Statement entitled Section 16a Beneficial Ownership Reporting
CoaphaneeT his information is

ineorpnrated herein by reference

In 01111 lion gat dl ng oin ode of Lthtc it Bu ness Conduct ippt cabtc to out dii cc tots officcrs md
eniplovees is located ill Part of this Annual Report Oil Form 10- under the heading Available information

Item 11 EXECUTIVE xMPEWSA 7oN

Inloim juno ice iidtng compens mon of ich of thc ii inicd rccnltx oil mccl including oui htcl Fxecutixc
Off tc ci md tI it ompcn it ton omni 111cC Pt poit xci foitb in thc section of ii ic Pi ox St itcmcnt ci titled

Executive Compensation tvliieb information is incorporated herein by reference Information regarding

otnpc ns iii on of 0111 dii ectoi is oe nod in Ox scction of thc P105v St itt nlcnt coOt led Dii Ccl or onpi ns thou
which infoirtlaiioil i.s neorporated herein by i.eferenee

Item i2SECURITY OWVERSJJJP OP CERTAIN IENEFICI4I OWNERS AND MANAGEAJEJV7ANJ
RELA TED STOCKHOLDER MA TIERS

lnfhrnlanon
concerning ownership of our voting securities by certain beneficial owners individual

iow nccs loi 11cc toi hc ii need xcc uttx ol fit ci includ
tog pci son su ng as out Chici xec uttt Ottict

oid hid in inc al Oft
mcci and dii cctol md xc enti off iccs is oup is sc toi th In thc sccti on nutted

Ow nci slop of thc Compans Secni it ccs in Ic Pt ox Si itcnicnt mc hich ml 01 in mu on nec 01 ed he cii by

referenee

Item 13 CERTAIN RELA TIONSIJIPS AN RELA TED TRANSACTIONS AND DIRECTOR
iNDEPENDENCE

nI non ito in icg odin trios tenon with cI tied pci sons is lot atcd II thc scc ti on of the Pm oxy Si ttcnlent

cot It lcd an Im ansic ills nd Pt Itt onships md in foi mat ion rcg tiding tin ctoi ndt
pt odent is oc itt In

ht ct loll of hc Pm oxv Si mtemcnt cotti It Crom ci lure ot thc Comp toy follow
log the put sti on \s bich

dime 101 it ndcpcndot md how does tbc Do od the ib it dci ci niinat ion whit Ii of 0101 tt on Is incoi pot ttcd

Ii ccci by reference

Item 14 PJdNC PAL ACCOUNTL4NT EEES AN SERVICES

toforoiaion
regarding Principal Accountant Fees and Services including the policy regarding

pre- approval of audit and non-audit services peitoniied by our Companys independent auditors is located in the

seetmon ciii dIed Information Ahoi.it otir Independetit Auditors ill the Proxy Statement which mfornlanon is

incorporated herein by reference
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Material contracts

JO Kit at and Rob License Agreement ftheLicense 4geme between the Coznpanyadgowttee
Mackintosh Confectionery Limited is incorporated by reference from Exhibit 0a to the Companys
Annual Report on Form 10-K for the fiscal year ended December l198OfEtiSe Agteiiift
was auwndedjn 3988andThe Amendment Agreement is incorporated by refennce fromExhibit.19 to

the Companys QuarterlyReport onForni J0-Qfprthe quarter ended July 3.l98TheLicenseir
Agreement was assigned by Rowntree Mackintosh Confectionery Limited to SociØtd des Produits

NestlØ SA as of January 1990 The Assignment Agreement is incorporated by reference from

Exhibit 19 to the Companys Annual Report on Form 10-K for the fiscal year ended Deeeniber3i
1990 vv

10.2 Peter Pan I/York Domestic Ttdernark TechnQlogy License 4aMÆbŁ th

Cadbury Schweppes lhc nOW Cadbuf1S1andtitiiitcd daiAognt 25 l98Lid$tâi9
reference from Exhibit 2a to the Companys Current Report on om 8-K dated September 198$
This

asreement was assisned by the Company to iN wholly-owned subsidIary Itershey ChOb1te
ConfeàtiotsyCàrporatloiE

t03 Cadbury Trademtuk Technology LicenseAgreernent betweendie Company and.CadbcicyLimited

now Cadbury I.JKLimited dated August251 l988.is incorporated byreference ftornExhibjt2aw
the Companys Current Report on Form 8-K dated September 1988 This agreement was assigned by
the Company to its wholly-owned subsidiary Hershey Chocolate

Confectionery Corporaon

10.4 Trademark and Technology License Agreement bçtween Huhtamaki and the Company dated

December 30 1996 is incOrporated referende troth Eihibii 10 its die ebinpanys CdÆ
Form 8-K dated February 26 1997 This agreement was assigned by the Company to its wholly-owned

subsidiary Hershey Chocolate Confectionery Corporation The agroemSfiaiàiftSdŁfÆM teŒd
ii 1999 and the Amended and Restated Trademark mid Technology License Agreement is incorporated

by referencefrom Echibit 10.2 to the Companys Annual Report Formj0-K forthe fiscal year ended
December 31 1999

10.5 Five Year Credit Agreement dated asof October 14 2Cii athongthØConny FthŁbAni financial

institutions and other institutional lenders listed on the respective signature pages thereof tenders
Bank of America M.A as administrative agent for the Lenders J1Morgan Chase Bank LA as

syndicationagin Citibank NA.andNC Bank National AsŁsiàtiOji 1oti rnSàtihuijts and

Sank of Ameiica Merrull4tkhIP.MorgaiiSethtla ttdCifi4tijNQlobj1MükS Tii kftd PNC
Capital Markets LLC as joint lead

arrangers and joint book managetiifned46afedbrekSe from
Exhibit 10.1 to the Companys Current Report on Form 8-K filed October20201

10.6 Master Innovation and Supply Agreement between the Company and Barry Catlebaut AGdated
July 13 2007 is incorporated by reference from Exhibit 10.1 to the Companys Current eport on

Form 8-K filed July 192007

10.7 First Amendment to Master Innovation and Supply Agreement between the Company and liarry

Callebaut AG dated April 14 2011 is incorporated by reference from Exhibit 10.4 to the Companys
Quarterly Report on Form 0-Q for the quarter ended July 2013

10.8 Supply Agreement for Monterey Mexico between the Company and Barry Callebaut AG dated

July 13 2007 is incorporated by reference from Exhibit 10.2 to the ompahy Cwtint Ripon on
Form 8-K filed July 19 2007

Executive Compensation Plans and Management Contracts

10.9 The Companys Equity and Incentive Compensation Plan amended and restated February 22 20 and

approved by our stockholderson April 28 2011 is incorporated byreference Mini Appendix to the

Companys proxy statement filed March 15 2011

08
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Other Exhibits..

12 Coinpubtion of ratio of earnings to fixed chatges statement

computation of ratio of earnings to fixed charges for the fiscal
years çnded December 2011

2010 20092008 aittt 2001 is attached Itreo aM filed as Exhibit 12

2I Subsidiaries of the Registrant ..
.4 list.seping forth subidiaries oftheCornpany is attached and filed asExbjbit2l.l

23
Independent Audftors Consent

The consent dated february Il 2012 to the incorporation of reports of the Companys Independent
Auditors ic attached hereto and filed as Exhibit 23

CertifIcation of John Bilbrey Chief Executive Officer pursuant to Section 302 of the Sarbanes

Oxley 2002 is attached hereto and filed as Exhibit 31.

31.2 Ceflifjcation of liumberto P.Aifon QiiefFknancia1Officei pwsuantto Section 302 of the

Sarbanes-Oxley Act of2002is $te hereto and Ailed as Exhibit 3te2

32.1 Cernflcauo of John Blibrey ChiefExcijtive Officerand jiuniberto P.Mfonso Chief

linangiaj Qfjicer pursuant to Section 06qf the SarbanesOx1ey4ctof 2002 is attached hereto

and furnished as Exhibit 32

101 JN$ XBRL Instance Doment

tOt .SCH XBRL Taxonomy Extension Schema

101 .CAL X81L TatonoinyExtetjoncajaflatid Linkbase

101 LAB XBRL Taxonomy Extension Label Linkbase

I0LPRE Xfl.TacononiyExteision Presentation Unkbase ..

101 DEl XBRL Taxonomy Extension Detinition Llnkbase

10
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of DHeetors and Stockholders

The Hershey Company

Under date of February 17 2012 we reported on the consobdated balance sheets of The 1-lØrshey Company
and subsidiaries as of December 31 201 and 20 and the related consolidated statements of income cash

flows and stockholders equity for each of the
years in the three-yeat period ended December 2011 which are

included io The Hershey Company Annual Report on Form 10-K In connection with our audits of the

aforementioned consolidated financial statements we also wdited the related consolidated Onancial statement

se hednle This fma net statement se hednle is the espon ttx ol Comp my in tn igemr nt Ou

responsibility is to express an opinion on this financial statement schedule based on our audits

In our opinion such financial statement schedule when considered in relation to the basic consolidated

financial statements taken as whole presents fairly in all material respects the information set forth therein

LW

New Yodc New York

oebroarv 201
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CERTIFICATION

John luilbrey certify that

have reviewed tbts Annual
Rtport on Ponn 0-K of the Hershey Company

Based on my knowledge this report does not contain any untrue statement of material fact or omit to

state material fact
necessary to make the statements made in light of the circumstances under which

wereifladenot misleading with respect to the period covered by this report

3.flsed nrnflnowiedge the financial st$eiSnts and other financial information includ$jn this

report fairly present in all material respects the financial condition results of opeSlonsantFcÆsll
flows of the registrant as of and for the periods presented in this report

The registrants other certifying officers and are responsible for
establishing aiidniaiætaining

disclosure controls and procedures as defined in ExchthgeAtt Rukt3a15e and i5dd5 and

internal control over financial reporting as defined in Exchange Act Rules 3a- 151 and l515Q for

the registrantÆnd have
.1

Designed such disclosure controls and procedures or caused such disclosurecontroland

procedures to be designed under our supervision to ensutethat material informationrelatitg to

the registrant including its consolidated subsidiaries is made known to us by otherswithin those

entities particularly during the period in which this report is being prepared

bigæedsuch internal càiittbLover financial reporting or caused such intŁfiil control over

financial reporting to be designed under our supervision to provide reasonahleassurance

regarding the reliability of financial reporting and the pipamtion otfinanci$ stateneitsior

external purposes in accordance with generally acceptedaccounting pijneipleç

Evaluated the effectiveness of the registrants disclosure controls and procedures and pftsented in

this
report our conclusions about the effectiveness of the disclosure control and procedures as of

the end of the period covered by this report based on such evaluation and

Disclosed in this report any changeiæ the registrants internal control ovØifInAnciªlreportinE that

occurred during the registrants most recent fiscal quarter the registrants fourth fiscal quarter in

the case of an annual report that has materially affected or is reasonably likely to materially

affect the registrants internal control over financial reporting and

The registrants other certifying officers and have disclosed based on our most recent evaluation of

internal control over financial reporting to the registrants auditors and the audit committee of the

registrants board of directors or persons performing the equivalent functions

All significant deficiencies and material weaknesses in the design or operation of internal control

over financial reporting which are reasonably likely to adversely affect the registrants ability to

record process summarize and report financial information and

Any fraud whether or not material that involves management or other employees who have

significant role in the registranCs internal control over financial
reporting

John Blibrey

Chief Executive Officer

February 17.2012
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DIRECTORS AND EXECUTIVE OFFICERS

As of March 20 2012

Directors Audit Committee Executive Officers

JOOiCs /f -tnels
Charles Davis Chair John Bi/hrev

Chairman of the Board of Directors Pamela NI Arway President and Chief Executive Officer

The Hershey Company James Mead
ITurnlx to A/fonso

Chai rinan
James Nevel Executive Vice President

he Swaithmore Group

Philadelphia PA Compensation and Executive Chef inacal Officer and

Chief Adnunistrntion Of ficci

Organization Committee
ti/c/ti i%i waY Robert Cavan an gh Chair Miche/c Bitch

Rc hi ed Sc mm Adi 1501 to Porn e1 Ai nay Senior Vice Piesi dint

Ii ii in md hid Fxecut vc OThi ci llohc rt NI nlcolin hu Cu on th 015cc

American hxpress Company Inc Anthony Palmer

New York NY David Shedlarz
0/Jay

Senoi Vice President

John 13//bce1
Global Operations

sidc at md hid xc cutn Oflicu
nanec and tusk

hi Hershcx ompony
Management Committce But ton ndci

David Shedlarz Chair Senior Vice President

Robert Cacaaaogh Robert Cavanangh General Counsel and Secretary

Chief Investment Officer Robert Nalcolm
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Char/es Ducts Governance Committee Michael Wage
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Stone Point capitol lU
Robert Cavana ugh Chief Commercial Officer

Greenwich Cl James Nevels

Robert Mo/cohn
Thomas Ridge

Retired President Global Marketing

Sales Innovation
Executive Committee

Diageo PLC James Nevels Chair

Londoo UK Pamela Arway

Robert Cavanaugh

James M- otI Charles Davis

President David Shecllarz

JM Mend LLC

Camp Hill PA

An //cony Pa/rn Cr

Senior Vice President

Chief Marketing Officer

kimberlyClark Corporation

Dallas TX

Thomas Rdgc
President and Chief Executive Officer

Ridge Global LLC

Washington I.C

Doe/cl Sh.cc//arz

Retired Vice Chairman

Ifizer Inc

New York NY

STOCKHOLDER INFORMATION

Transfer Agent and Registrar
Investor Relations Contact

Coinpotcrshorc
Financial Information

480 Washington Boulevard
Macit Pogh ar/an

Jersey City NJ 0731 0-19011
Vice President investor Relations

Doumestic Holders 800 851 -4216
100 Crystal Drive

Foreign Holders 201 680-6578
P.O Box 810

Hearing Impaired Domestic 800 231-5469 Hershey PA 17033-0810

Hearing impaired Foreign 201 680-6610 800 53f -0261

www.havtne1loa.co/n shoreowncr/equityacccss
icww.thehcrshcveonIPony.cotn



DIRECTIONS TO GIANT CENTER

Traveling South on 1-81

Take exit $0 and fbllow Route 743 South to Hershey
Follow Route 743 South Hersheypark Drive to

GIANT Center Follow signs lhr parking

Traveling North on I-Si

fake exit 77 and follow Route 39 East to Hershey
Continue to GIANT Center Follow signs for parking

Traveling West on the PA rmurnpile 1-76
Take exit 266 Turn left on Route 72 North F1ollow

Route 72 North to Route 322 West Follow Route 322
West into Hershey Stay straight as Route 322 West
beconjes 1-lersheypark Drive Route 39 West
Continue te GIANT Center Follow signs for parking

Traveling East on PA Turnpike 1-76
Take exit 247 Take 1-283 North to exit and fhllow Route 322 East to Hershey
Take the Hersheypark Drive Route 39 West exit Follow Route 39 to GIANT
Center Follow signs fbi parking

Traveling North on 1-83

Approaching Harrisburg thllow signs to continue on 1-83 North Follow 1-83
North to Route 322 East to Hershey Take the Hersheypark Drive Route 39
West exit Follow Route 39 to GIANT Center Follow signs Ihr parking


